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POLL ON TITLE “Journal of CAPITAL” 
OBSERVATIONS on BENEFITS, ADVANTAGES anp “SEMANTICS” 


Editor’s Note: Capital, the one word which symbolizes the material foresight of 
men and a basic element of all industrial development, has been prostituted and 
abused to a point where few of its millions of beneficiaries dare use the word, at 
least without apology. Terms such as ‘capital,’ ‘profits,’ ‘surplus’ contain anti- 
business bias only because Marxists sold them as epithets, a public relations ex- 


pert has observed. 


In seeking a title truly descriptive of the mutual and primary concern of the 
trustees of personal savings and the trustees of corporate investment, the word 
“Capital” was the only one which stood up under analysis, for the conservation of 
capital value, the efficient use of it and the gaining of a reward for its risk and 
hire are the chief duties of both types of trustees. 


Almost unanimous approval was. ex- 
pressed on the new cover design as being 
‘more attractive’, ‘less somber’, ‘of wider ap- 
peal’ and ‘in keeping with the times’. Of 
nearly two hundred commenting on the 
change, 88 are trust executives, of whom a 
few expressed concern lest the trust mate- 
rial be “rationed”. The majority of trust- 
men, attorneys, accountants and_ under- 
writers, and all the key industrialists, re- 
cognized the value of a press for their com- 
mon interest in protecting capital values 
and in a program to bring them into closer 
cooperation in their own communities. 


On the more controversial question of the 
title “The Journal of Capital’, comments 
from a number of trustees are pertinent. A 
Wilmington respondent reads in it the im- 
plication of “an abstract class medium”. A 
Boston and a Philadelphia trustee say: “It 
sounds too much like Capital vs. Labor’; 
from Cleveland: “The word Capital is a red 
flag to many people, including the so-called 
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‘capitalists’. 
A New Haven trust officer remarks: 


“T do not like the idea of having it ap- 
pear that corporate trustees are the 
champions of ‘Capital’ as such, because 
they render service to many persons of 
small means who do not regard them- 
selves as capitalists.” 


Is it not high time that trustees of capi- 
tal, pledged as they are to protect it for the 
benefit, as the writer points out, of people 
of small means as well as large, should 
in fact do so against unjust attack bred of 
misunderstanding? Can a trustee hide be- 
hind his legal cloak? Has he no voice as a 
leader of financial thought in his communi- 
ty? Of course he has; this writer himself 


is active as a leader in educational and 
civic work. 

But the job of making the facts of busi- 
ness life and self-interest in the capital 
that makes it work for employee and stock- 
holder alike, has been defaulted to those 
who would break down rather than build 
public understanding. 


A New York bank executive asks: 


“Is it intended that Capitalism be set 
off against Statism or Communism? This 
would be a political issue.” 


Unfortunately, it has been made to ap- 
pear a political issue, largely because a cer- 
tain type of politician has been the only 
group to do much talking about it until re- 
cently. They have had a field day in using 
Capitalism as a straw man, equal, in vote- 
getting power, to damnation of the man- 
eating shark. In so doing they have done 
grave injury to the millions of people with 
savings, insurance, pensions and _ trust 
funds big or little, who have provided the 
tools of our industrial life. We have no con- 
cern with creeds or ‘isms’ as political dox- 
clogies; the job of the press is to provide 
the news and discussion which add to the 
store of knowledge of its readers — and 
through them of the community. Right now 
the trustees of capital, and those millions 
of its beneficiaries, are much in need of 
public understanding of the part their cap- 
ital plays in the economic — not the politi- 
cal — life of this country. 


Several trust and bank executives answer 
this question, of which the following are 
most pertinent: 


“In these days we certainly need a 
magazine devoted to the idea of free en- 
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terprise, and the more we can circulate 
it in the desirable places, the better off 
we will be.” — A Rhode Island trustee. 


“If the influence of Russia becomes 
stronger, we may have to stop calling the 
magazine ‘The Journal of Capital’, but 
if we reach that condition, no one would 
read about estates anyway.” 

A New Jersey trust executive. 


“It seems self-evident that lines are 
being drawn right now for a struggle 
between totalitarianism and our tradi- 
tional concept of individual dignity and 
liberty. American business management, 
if not blind to this development, has 
made little effort to combat it.” 

A trust executive in Rochester. 


In expressing appreciation for our ef- 
forts to extend the influence of the trustees’ 
viewpoint and attract the interest of key 
businessmen and civic leaders to subjects 
of common concern, a number of letters 
merit quotation. A Chicago trust officer and 
his associates feel that “the enlarged scope 
will make it even more interesting and use- 
ful — of distinct benefit to the trust busi- 
ness.” 

“The change will humanize and popu- 
larize the magazine no end — A happy 
thought and a good design,” says a 
Louisiana banker. 


VV VAS 


eG 


Y/ SALES a - 
Neva \ 
Uta. 


f 
y 
' 


if 


“Do you mean your American Way or my 
American Way, Senator?” 
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“It would seem the old title has con- 
fined the field (of trusteeship’s story)” 
comes from Spring field. 


A Worcester vice-president remarks, 
“The more businessmen reading the mag- 
azine, the better chance for corporate fi- 
duciaries to serve them.” 


“You should be able to introduce top 
corporation officials to the possibilities 
of trust usage and cooperation,” a Phil- 
adelphia trust executive observes. 

“T cannot think of a better educational 
program than a wide reading of ‘Trusts 
and Estates’ — Your idea of getting 
wider circulation among people of means 
is a wise one,” concludes a trust and civic 
leader in Memphis. 


————0 


Community Leadership 


People look to the banks and to the men in 
the banks for civic leadership. 

Why not really become experts, you bankers, 
in these important governmental matters of 
your own community, because, as everybody 
is saying and everybody is crying, the number 
one business in the United States today is the 
business of government? 

Unless we can solve these governmental 
problems in the democratic way, then we won’t 
have any business problems to solve. 


Clarence J. Jackson, exec. v. p., Indiana 
State Chamber of Commerce, before 1946 
Convention, Indiana Bankers Assn. 


ww 


“These past months have taught us the im- 
portance of getting the facts before the people 
in our plant communities — indeed, before all 
the people. We must greatly enlarge that activ- 
ity. Too many people are convinced of the in- 
tegrity of the products of industry and are 
equally convinced of the lack of integrity 
of the varied managements that produce them. 
Failure to advertise the merits of competitive 
capitalism and the part management performs 
in it is responsible.” 

Philip D. Reed, Chairman, General Electric 

Co., addressing the Economic Club of 

Detroit. 


$$ ——_—___—_ 


Movie Film on Savings 

The need for planning the family economy 
is emphasized in a new motion picture entitled, 
Watson Wakes Up, released by the Savings 
Bank Assn. of New York State. It dramatizes 
in an entertaining manner the financial difficul- 
ties of a typical family, building up to the 
slogan, “Think, then save it,” which Watson 
learns at his local bank. 























“CAPITAL” 


S a nation, and as a world, we are struggling to set a course of economic action 
by which we hope to attain both social peace and personal security. The next 
few steps may well determine the direction we will follow for a generation. 

We have been engaging in a gigantic collective bargaining in which personal 
freedoms are bartered for protection and aid from organized groups and govern- 
ment. Politics and economics have become interdependent, for we cannot have 
good community or national relations if we have bad economic conditions. 

The great role for every representative, every leader and every employer 
will be to see that those within reach of his voice are given the facts to help them 
truly appraise the value of their present privileges and the philosophy of our en- 
terprise system. 

We have come a long way on the road to combining freedom with opportunity 
and security; we have much farther to go if we are to blend them in healthful 
proportions. 
* * 
In designating this 42-year-old publication as “The Journal of CAPITAL,” 
we are mindful that man’s pride, progress and prosperity — whether in a spiritual 
or material sense — are compounded of many elements, just as are a nation’s. 
We realize too that America is the last great citadel of that system of working 
relationships which we call “Capitalism”. 

A clear and human concept of the social benefits of “Capital” is vital to our 
internal and international welfare today. It has meant different things to different 
men; it can mean a great deal more to all of us — if we learn to use it better. 
For it was Capital — the great and little factories, the mills, railways, ships, 
power plants and the tools — that enabled us to become the Arsenal of Democracy, 
to outproduce the enemy with weapons of greater superiority. 

But it is in a world at peace that Capital has its biggest role, in easing the 
burden of the day’s work. It is as foolish to damn “Capital” because it has some- 
times been gained unscrupulously and used stupidly or selfishly, as it would be 
condemn the automobile because it has sometimes caused tragedy — or to throw 
away the car because it was temporarily out of gas. 

* * 


* 
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“Capital” is not just bonds and stocks owned by a few millionaires. It is 
everyone’s dollar in the savings bank, in the insurance policy, in the trust fund 
for a widow or child. And it is the investment behind every pension or disability 
fund on which more and more millions of families will be dependent. The same 
things that endanger the man with $100,000 endanger the veteran with a $10,000 
policy, or the church or hospital or college with a $1,000,000 endowment. 

Let us put our efforts where they belong — not on pulling down the house 
of another but on building our own. Let us better understand the value of “Cap- 
ital” in our daily life, and we will have a better appreciation of the value of La- 
bor, for the two are inseparable and must rise or fall together. Justly gained and 
rightly used, “Capital” has been a servant of man, raising him to a master crafts- 
man, giving him new freedom from want and dependence. It is time to stop apolo- 
gizing for its abuses and start telling about its uses. 
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PROFITABILITY AND PAYROLLS 


Relationship of Profits to Wages Shown in Study 


Survey on Distribution of Industry Dollar 


OMMON understanding and harmony 

in management-worker relations will 
remain stymied as long as workers are ex- 
posed to unrefuted false and misleading 
doctrine concerning the role of business 
profits. 


Some industrial and labor leaders — and 
a few in the financial field — have been at- 
tempting to clarify the inseparable relation- 
ship of wages, prices and profits. But a 
vast area of popular delusion remains. 


A great many employees have come to 
believe that more than half of the income 
remaining after all expenses are paid — ex- 
cepting wages — constitutes the reward to 
capital investment. Individual corporation 
reports and industry studies presented by 
management are viewed with skepticism. 
Distribution of the corporate income dollar 
is a subject which might well be studied by 
joint management-labor committees. 


The non-recurring nature of many cur- 
rent “profits” is will illustrated by separat- 
ing tax carry-backs, reserve adjustments, 
etc., from operating net. Wage demands 
made on ability-to-pay basis and citing 
1945-6 figures are not realistic, and dis- 
close a serious lack of understanding. 


’ 


A compilation by the “New York Times’ 
points out that six of the country’s twelve 
largest manufacturing corporations report- 
ed net profit at 5.22 per cent of sales for 
the first half of 1946. But, in point of fact, 
those companies had a combined net loss of 
more than $79 million, as contrasted to re- 
ported net profit as over $121 million. The 
net-loss-to-net-profit transition was accom- 
plished by use of amounts credited from re- 
serves, tax carry-backs, and like adjust- 
ments Five years earlier the same com- 
panies earned $283 million after taxes dur- 
ing the first half of 1941. That was at a 
rate of 8 per cent of sales. 


The labor relations impasse in which 
many businesses find themselves is very 
largely predicated on mistaken interpreta- 
tion of the function of profits as well as of 
the difference between gross and net. A 
large section of labor does not understand 


the fact that wage rates and stability are 
the other side of the profit coin. 


The term “surplus” also conveys mislead- 
ing implications. The notion persists that 
surplus means “excess”, for which manage- 
ment can find no use, electing to deny ac- 
cess to these funds to wage earners and to 
preserve it for future distribution in the 
form of higher executive salaries or ex- 
orbitant returns to common stockholders. 
Seldom is it understood that surplus alone 
provides the only means of business sur- 
vival and maintenance of employment dur- 
ing prolonged periods of recession. 


The Cost-of-Living Canard 


WIDELY circulated editorial (C.J.0. 

News, August 12th.) in referring to 
the position of the wage earner stated: 
“Robbed of his real wages and savings by 
higher prices, he has been pushed into in- 
flation to sink or swim, if he can. The fel- 
low who did the dirty work is big business. 
It created inflation by holding up produc- 
tion by extorting outrageous price increas- 
es and by wrecking price control, and now 
is counting its loot.” 


Such accusations appear at a time when 
business units are anxiously watching their 
margin of profits dwindle close to the dan- 
ger point. 


Although cost-of-living indices are aver- 
ages that do not gauge costs with complete 
accuracy, they are a good yard-stick rela- 
tively. Data compiled by the Bureau of La- 
bor Statistics indicate that living costs in- 
creased 42 per cent from January, 1941, to 
July of this year, and that wage rates rose 
by 59 per cent during that period. Unions 
point to declines in take-home money since 
V-J Day. Herein lies the crux of the diver- 
gent viewpoints threatening postwar recov- 
ery. Pay envelopes now may contain less 
than during the war, even though the hour- 
ly wage rate is higher, largely as a result of 
the shrinkage in overtime at still higher 
rates. So the theme is advanced that most 
of our huge national income is going to 
stockholders or corporate “treasuries.” 





DISTRIBUTIVE SHARES OF PRODUCTION, 1944 


PRIVATE PRODUCTION 


EMPLOYEE 


COMPENS. 


Net income 
of Proprietors 


$169 BILLION 
SOURCE: U.S. Department of Commerce 


CORPORATION PRODUCTION 


MPLOYEE Corporate Income 


MPENSATION Taxes 


$115 BILLION 











Let’s Look at the Record 


BREAKDOWN of business income 

may be analyzed from different angles, 
namely, distributive shares of national in- 
come and national product, or the sales dol- 
lar of individual concerns. Comparatively 
little of the latter type has been placed be- 
fore wage earners in a form easily assimi- 
lated. Although national income and “na- 
tional product” are complicated in concept 
and misleading if scanned superficially, they 
are of relative value in a study of distribu- 
tive shares as between employees and stock- 
holders. 

National income in 1929 was at a peace- 
time high of $83.3 billion and increased to 
$96.9 billion in 1941 and to $141 billion in 
1945. During that period the share distri- 
buted in salaries and wages rose by 82 per 
cent while that to net profits rose only 
about 544%. 1945 figures show rises in pay- 
rolls of 112 per cent and in net income of 
proprietors of 25 per cent. (Net income of 
unincorporated enterprises is misleading 
in that it includes remuneration to owners 


for both their labor and capital contribu- 
tions. ) ; 
It may be seen from Table A that per- 
centage increases in corporate net income 
lag considerably behind rises in salaries 
and wages when national income is on the 
upgrade, but when national income declines 
during depression, wages and salaries re- 
ceive a greater proportional share and cor- 
poration net income less. 
The Wage-Profit Ratio 
HE advantages of appraising wage- 
| profit relationships by using national 
income data, because figures are reported 
net of taxes, are offset by other inclusions. 
National product, on the other hand, does 
include taxes in the percentage distributive 
shares, but eliminated are such items as 
government payments to civilian and serv- 
ice personnel, pension and unemployment- 
compensation funds, and payments for 
goods not produced by private industry. 
The total national product of $169 billion, 
which is broken into distributive shares in 
the chart above, lends itself to mislead- 


TABLE A: NATIONAL INCOME BY DISTRIBUTIVE SHARES 


Source: Department of Commerce of U. S. 


1945 1944 1943 


National income 
(Billions of Dollars) 
Salaries and Wages 
(Cents per Dollar 
of N.I.) 63 70 69 
Net Corporate income 
(Cents per Dollar 
of N.I.) 


161.0 160.7 149.4 


122.2 


1942 1941 1940 1939 1932 


96.9 77.9 70.8 40.0 


66 62 62 62% 


7% 5% 
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ing analysis that understates the share re- 
ceived in wages and salaries and overstates 
the share to capital income; for like na- 
tional income figures, national product in- 
cludes net income to proprietors, including 
farmers, which is made up of payments for 
both capital and labor contributions of the 
owners. 


A more accurate presentation of the 
wage-profit ratio is furnished by the $115 
billion total of private corporations’ prod- 
uct. The figures represent a consolidation 
of all corporations, which rules out material 
costs, so that the total represents the value 
added by manufacture. It is perhaps at this 
point that the most serious pitfall of mis- 
understanding occurs, the belief that value 
added by manufacture, after wage deduc- 
tions, is pure profit. 

Employee compensation in 1944 account- 
ed for 61 per cent of corporate national 
product, or value added by manufacture; 
and, after deducting overhead costs and 
taxes, only 9 per cent remained as net prof- 
it out of which dividends were paid and ad- 
ditions to surplus were made to cover con- 
tingencies and to provide for expansion of 
productive facilities. The inclusion of sal- 
aries in the workers’ share changes the 
wage-profit ratio in negligible quantity. 

Profits by Size Groups > 
HOSE who urge a 50-50 distribution 
of corporate income do labor a great 
disservice. Compared with the 6lc they re- 
ceived in 1944 out of each dollar added by 





PROFITS 
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manufacture, an equal division of the sum 
of net profit and employee compensation 
would reduce this amount to 35c. How in- 
adequately business and finance have told 
this fact can be judged from a recent 
opinion poll which shows that in three out 
of four cases the “man on the street” be- 
lieves that after all business costs are paid 
more than half the balance goes to capital 
and less than half to labor. 


Should such an unfair distribution occur 
throughout the nation, the necessary reduc- 
tion in payrolls would so lower purchasing 
power that the standard of living — both 
personal and corporate — would be below 
subsistence. 


Another widely accepted fallacy, which 
encourages workers in their demands for 
higher wage rates, regardless of ability to 
pay, is the badly worn bromide that profit- 
gouging and Big Business are synonomous. 
A breakdown of Bureau of Internal Reve- 
nue figures discloses that when corpora- 
tions are classified according to total as- 
sets, the ratio of net profits before taxes to 
shareholders’ equity rose from 1931 
through 1942 by a smaller percentage for 
large and medium-size corporations than 
for small units. 

It is shown in Table B that when the ratio 
after taxes is considered, corporations with 
assets under $50,000 showed the highest 
ratio: 13.5 per cent. As asset groupings 
increased in size, the ratio steadily de- 
clined, falling to 6.9 per cent for the group 


PROFITS OF ALL PRIVATE INDUSTRY AFTER TAXES AND EmpLovee 


MILLION AVERAGE ANNUAL EARNINGS PER FULL TIME EMPLOYEE "ARNINGS 


4,000 
19 


29 ‘30 ‘31 ‘32 '33 
SOURCE: U.S. Department of Commerce 


"34 '35 '36 


"38 ‘39 "RO ‘Al '42 'A3 ‘HA 'h5 





of $100 million and over. Although the 
ratio for manufacturing industries is high- 
er all along the line, the same steady decline 
persisted as assets increased. 


TABLE B: RATIO OF CORPORATE NET 
INCOME TO TOTAL ASSETS: 1942 


Source: U. S. Department of Commerce 


All Industriés, 
Excepting Finance 


Before After 
Taxes Taxes 
19.5 13.5 

12.9 
12.7 
10.9 
10.6 


Manufacturing 
Before After 
Taxes Taxes 
25.2 

26.2 

28.5 

30.2 

31.9 

32.1 

32.1 

31.6 

27.6 

16.9 


Asset Groups 


(Thousands of 
Dollars) 


Under 50 
50-99 
100-249 
250-499 
500-999 
1,000-4,999 10.4 
5,000-9,999 ® 10.3 
10,000-49,999 . 9.8 
50,000-99,999 ; 8.8 
100,000 (and over) 138. 6.9 


Fluctuations are Mutual 


HE disparities in net income among 

the various assets-size groups do not 
alter the validity of the too frequently ig- 
nored evidence that as profitability increas- 
es management is able to and does increase 
payrolls both by raising wage rates and 
adding new employees. Actual figures show 
that although temporary profit increases are 
accompanied by proportionally smaller rises 
in average annual wages, the stability of 
wages is much greater than that of profits. 
(Chart opposite) In large measure the dif- 
ference is due to the fact that the profit fig- 
ures are reported by the Department of 
Commerce in amounts before deductions 
for depletion reserves. 


The parallel movements of profit and 
wages are especially significant in bitum- 
inous and other soft coal mining. In the 
seventeen years from 1929 through 1945, 
losses ranging from $15 million to $35 mil- 
lion were reported which had to be recom- 
pensed in profitable years. The steadily in- 
creasing yearly profits in this industry 
since the loss of $19 million in 1935 were 
accompanied by successively higher aver- 
age annual wages. Moreover, the figures 
bear out the obvious but usually disregard- 
ed fact that in order to survive during se- 
vere depressions corporations must often 
borrow or dip into surplus to pay wages, 
yet when profitability does return, higher 
Wage payments almost immediately follow, 
often before surplus reserves are restored. 

When a corporation finds itself unable 
to meet dividends and is forced over a long 
period to dip into its reserves and surplus 
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to maintain its existence, it has taken its 
first, but long, stride in the direction of in- 
solvency. Should bankruptcy follow, the 
loss is manifold — investors’ income stops; 
their principal shrinks or disappears; work- 
ers are without jobs; and the incentive to 
capital formation is weakened in all direc- 
tions. Should every enterprise in this coun- 
try offer total net profit to wage earners 
and should the invitation be accepted, the 
American worker would be inadvertently 
accepting an irrevocable one-way ticket to 
unemployment — or rather to employment 
only by government. 


All-Time High Income 


Income payments during July not only reach- 
ed an all-time high but also registered one of 
the largest monthly increases on record, ac- 
cording to a Department of Commerce release. 
The index (based on 1935-39 average adjusted 
for seasonal influences) rose during the month 
from 240.9 in June to 251.1, more than 2 per 
cent above the wartime peak of 245.2 in Febru- 
ary, 1945. July payments were at the annual 
rate of $168.7 billion, compared with the 
former high of $164.7 billion in February, 
1945. 





TRUSTS and ESTATES—October 1946 


Guaranty Trust Company of New York 


MAIN OFFICE 
FIFTH AVE. OFFICE 140 Broadway MADISON AVE. OFFICE 
Fifth Ave. at 44th St. Madison Ave. at 60th St. 


ROCKEFELLER CENTER OFFICE 
40 Rockefeller Plaza 


LONDON PARIS BRUSSELS 





Condensed Statement of Condition, September 30, 1946 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers ............ Ls oe 


U. S. Government Obligations 1,768,219,333.89 
Loans and Bills Purchased 716,219,359.56 
Public Securities 92,888,592.58 
7,800,000.00 
Other Securities and Obligations 10,885,966.47 
Credits Granted on Acceptances 4,825,586.82 
Accrued Interest and Accounts Receivable _... 11,151,112.46 
Real Estate Bonds and Mortgages 1,424,945.21 


128,976,203.54 

I i ce, 9,055,919.19 
Other Real Estate : 142,385.33 
$3,164,349,805.97 


LIABILITIES 


ENE RECS Fei BEA eS RO Ae ee eT ele te $  90,000,000.00 
Surplus Fund 170,000,.000.00 
Undivided Profits 59,634,595.29 

Total Capital Funds $ 319,634,595.29 
General Contingency Reserve 38,072,186.48 
Deposits $2,743,520,455.52 
Treasurer’s Checks Outstanding 29,744,964.11 

Total Deposits 2,773,265,419.63 
Acceptances ll, 605, 911.28 


Less: Own Acceptances Held for Investment .. 6,780,324.46 
4.825,586.82 





Liability as Endorser on Acceptances 
and Foreign Bills 221,629.00 
2,700,000.00 
Items in Transit with Foreign Branches 
(and Net Difference in Balances between Various 
Offices Due to Different Statement Date of Foreign 
Branches) 630,550.64 
Accounts Payable, Reserve for Expenses, 
Taxes, ete. 24,999.838.11 
33,377,604.57 
Total Liabilities $3,164,349,805.97 





Securities carried at $373,782,731.29 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public moneys as required by law, and for other purposes. 
This Statement includes the resources and liabilities of the English, French, and Belgian 
Branches as of September 26, 1946. 


Member Federal Deposit Insurance Corporation 





Labor Situation Viewed As “Normal” 


RECEDING the maritime and New 

York truck strikes, there were less than 
200,000 strikers idle, which may be regard- 
ed as normal labor conditions, according to 
Ronald H. Hauton, special assistant to 
the Director of U. S. Conciliation Service. 
He pointed out that 50 per cent of the pro- 
ductive labor force, excluding agriculture, 
is represented by the 14,500,000 workers 
who are operating under 50,000 collective 
bargaining agreements. About 1,000 of 
. these agreements expire every month. 


In addition, Mr. Hauton assured business 
men that government seizure of struck 
plants was strictly a “wartime expedient” 
and “incompatible with American ideals of 
freedom and enterprise’, and emphasized 
that employers might “dismiss the possibil- 
ity of government seizure as a method of 
settling labor disputes.” 


Unfortunately, a strike of even a small 
number of workers in key spots releases 
forces of great impact along the whole in- 
terwoven chain of industry and commerce, 
causing worker layoffs or shutdowns all 
along the line. Even if all strikes in this 
country should cease immediately and a 
likelihood of future strikes should disap- 
pear, the damages resulting from past 
strikes would not immediately be removed 
and never offset. 

The New York truck strike directly 
involved about 15,000, but an additional 
20,000 workers went out in sympathy in 
the metropolitan area. Even this statistical 
total is relatively small and represents a 
small area, but statistics can never describe 
or record the extent of loss and waste 
throughout the country — to farmers, man- 
ufacturers and distributors, and _ other 
workers. For several weeks during and aft- 
er the strike the 7,000,000 living in the City 
suffered wholly unnecessary deprivations — 
While thousands of merchants, employees 
and others can never recoup their losses of 
business or payroll. The immobilization of 
1200 ships by the worst maritime strike in 
our history would have completed a condi- 
tion of famine had it not been for food 
stocks on hand. 

"he cumulative adverse effects of strikes, 
whose impact is felt more after settlement 
than during their tenure, have decidedly re- 
tarded peacetime rehabilitation in practical- 
ly all branches of industry and trade. Re- 


cent announcements by General Motors Cor- 
poration and Ford Motor Company are 
typical illustrations of the overall symp- 
toms. 


The auto industry has particularly suf- 
fered. The president of General Motors 
Corporation said that his company had been 
compelled to reduce a large part of its $600 
million reconversion and expansion pro- 
gram, which will defer about one-third in 
physical volume of the project until condi- 
tions improve. The plan will now take about 
three years for fulfillment instead of the 
anticipated one year. 

Production next year can amount to only 
2,578,000 passenger cars and trucks instead 
of an earlier expectation of 3,375,000 units, 
because of shortages of materials and in- 
creased costs of modernization and equip- 
ment resulting from strikes, rising wages 
and prices, government controls, lower 
worker productivity, and other restrictive 
and inflationary conditions. 


Mr. Wilson added that the threatened 
new round of strikes and wage-price rises 
would increase boom-bust pressures and 
urged the government to take immediate 
steps to encourage production as the only 
means of keeping wages and prices in line. 
Either all controls should be abandoned, 
or the government should recognize the ne- 
cessity of wage controls as long as price 
controls are maintained. 

Ford Motor Company’s original postwar 
plan for reconversion and expansion at a 
cost of $225 million has been delayed. Hen- 
ry Ford 2nd, president of the company, re- 
cently stated that deterrents growing out 
of material shortages, high costs, govern- 
ment controls and labor unsettlement will 
retard reconversion to prewar capacity un- 
til well into 1947, while about half of the 
contemplated expansion has been postponed 
for another year. In the event of another 
round of strikes, completion would take 
from three to four years. 


Moreover, tooling-up for new models has 
been pushed further into the future; oper- 
ations on a new low-priced car have ceased, 
and the division created for its manufac- 
ture has been discontinued. 

Theoretical principles of the inability to 
retrieve economic losses attending produc- 
tion stoppages are being unpleasantly dem- 
onstrated in a highly practical manner. 
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Labor Efficiency Declining 


OMMENT and published statements 

concerning the decreasing rate of out- 
put per man-hour have been growing in vol- 
ume, both by management and, to some ex- 
tent, by labor organizations. Walter Reu- 
ther, president of the A.W.U., in his official 
union newspaper has urged higher produc- 
tion to combat higher prices. The American 
Federation of Labor has continued expound- 
ing the doctrine that only expanded produc- 
tion can achieve higher living standards in 
the long run and asserts that the impetus 
in this direction must come from greater 
productivity per man-hour.! 

John D. Small, director of C.P.A., recent- 
ly stated that we are “within sight of full 
production of finished goods if industrial 
peace continues.”’ Many business and indus- 
trial leaders also consider an essential pre- 
requisite to be abandonment by the Ameri- 
can worker of his postwar emotional spree 
and a return to work in earnest. 


Early in September Charles E. Wilson, 
president of the General Motors Corpora- 
tion, stated that after making liberal allow- 
ance for other contributing causes, effici- 
ency of G.M. workers averages only about 
80 per cent of prewar standards. The situa- 
tion varies among industries and even 
plants within the same industry, but it is 
sufficiently widespread to retard the eco- 
nomic readjustment. 

Output per man-hour increased steadily 
from 1939 through 1941, when it reached a 
wartime high. The decline in 1942, and 
yearly since then, interrupted a steady 
gain since 1932.2 The let up in man-hour 
productivity was in large measure the re- 
sult of the necessity of employing and train- 
ing unskilled individuals and tolerance of 
marginal workers. Waste in production fac- 
tors was sublimated by the necessity of 
speed. 

Production drawbacks since V-J day 
have centered around reconversion prob- 
lems, employment of workers whose skills 
had been directed toward production of 
purely war products, by strikes, material 
shortages, and price control disruptions. 
Also, the pressure on workers for war pro- 
duction purposes created an emotional fa- 
tigue. 


1Labor’s 
1946. 

2See chart in September issue: “Squeez- 
ing the Source of Wages,” page 207. 


Monthly Survey; February, 


Even full allowance for the excusable and 
understandable let down cannot entirely 
eradicate an abnormal worker indifference. 
For example, in 1941 it required 70.51 min- 
utes to machine a cylinder block in an auto- 
mobile plant; the same job required 125.01 
minutes in 1945. In the same period the 
rate of assembling needles to bearings 
dropped from 500 to 300 per hour.* Not only 
had worker efficiency declined during the 
war, but a revised worker-philosophy, man- 
ifest in numerous strikes, came into being 
immediately after V-E day. 

This condition has existed in the past, 
and although its repercussions were un- 
settling, economic disruption was not too 
severe. Worker lassitude developed immedi- 
ately after World War I and continued un- 
til excess purchasing power was drained 
off by inflated prices and necessitated revi- 
sion of viewpoints on job importance. 

But there a one difference today, and a 
very important one. World War I lasted only 
19 months; it absorbed only 25 per cent of 
national income produced, and hostilities 
ceased before extensive inroads into the 
supplies of durable goods were made. Our 
part in the last war occupied 43 months; 
consumed about 50 per cent of national 
income produced, and drew heavily on our 
stock piles of durable commodities. Recon- 
version is in gigantic proportions; controls 
are rampant throughout our economic 
structure, and workers are possessed with 
the idea of “52-40”, or the equivalent of 52 
hours of pay for forty hours of work. 

The economic fabric on which business 
and industry operate and workers jobs and 
welfare are determined is hardly in a posi- 
tion to support the “luxury” of any further 
decline in worker efficiency, or a prolonga- 
tion of that already existing. 


3The Management Review; August, 1946. 


Home-Seekers Warned 

The dangerous speculation of buying lots in 
unproved raw-land “subdivisions” has been 
called to the attention of home-seeking veter- 
ans particularly by Federal Housing Admin- 
istrator Raymond M. Foley. Price rises on both 
homes and building lots have been excessive in 
the past five years, but since September 1945 
the national price rise has been at the rate of 
60% a year. Such a rate of price increase is 
a danger signal which should be heeded by any- 
one thinking of buying a lot in any subdivision 
still mostly in blueprints,” Mr. Foley warned. 





THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 
STATEMENT OF CONDITION, SEPTEMBER 30, 1946 


RESOURCES 


Cash and Due from Banks . .... . . . . $1,117,906,752.€9 
U. S. Government Obligations. . . . . . . . 2,388,788,164.93 
State and Municipal Securities . . . . . .. . 159,182,713.24 
Other Securities . . . Pe ee on 182,488,946.22 
Loans, Discounts and a Acceptances - « « « 1,0867,026,196.95 
Accrued Interest Receivable . . . . ..... 11,908,087.96 
Mortgages . . . ar ee ee ee 7,951,334.84 
Customers’ Acceptance Liability . . oe oe ee 10,447,370.26 
Stock of Federal Reserve Bank. . . .... . 7,500,000.00 
ee ee ee ee ee ee ee 32,944,779.34 
rear a ae ee ee ee ee 1,507,295.65 
Fe ae ee ee ee ee ee ee 2,783,923.52 


$5,010,435,527.60 


LIABILITIES 
Capital Funds: 
Capital Stock . . . . . ~ « $111,000,000.00 
Surplus . . . 2 es «  139,000,000.00 
Undivided Ponies . Par aero 62,102,303.58 
$ 312,102,303.58 
Dividend Payable November 11,1946 . . . .. . 2,960,000.00 
Reserve for Contingencies .......:2:. 15,144,344.13 
Reserve for Taxes, Interest, etc. . . . . ... 14,789,860.79 
Deposits _" cee itn CH & He we See 
Acceptances Outstanding » « « « $ 15,714,674.17 
Less Amount in Portfolio . . 3,896,411.08 11,818,263.09 
Liability as Endorser on Acceptances and Foreign 
IN rg Ve Jick: fa tae a ee ee de at eer ee 1,813,358.49 
et: SN ac a> a oe ee ce a me ae Ta Se 9,782,259 45 
$5,010,435,527.60 
United States Rag hart and other securities carried at $660,464,340.00 are pledged 
to secure U. S. Government War Loan Deposits of $359,090,263.76 and other public 


funds cat trust deposits, and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corperation 
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Pension and Unemployment Pay 


Pressure is being brought to bear‘to stand- 
ardize and increase the minimum unemploy- 
ment compensation throughout the country, 
but it may be urged in the reverse order. The 
United Mine Workers convention this month 
set an immediate goal of $25 minimum, and 
also recommended pension coverage to 75 per 
cent of payroll. Standardization, for sections 
of the country having widely different living 
costs, can only result in a redistribution of 
inequities. 


The United Mine Workers Journal for 
October ist, also cites the case of a miner 
forced by rigors of 31 years of work to retire 
at fifty-one — fourteen years before he be- 
comes eligible for pension. The conclusion is 
that the pension age should be lowered gen- 
erally. Hardship cases should receive individual 
consideration, based upon length of service, 
but to lower the retirement age generally 
would force either a reduction of pensions for 
all, or result in costs beyond the ability of 
the company to pay. 


The strikes in New York and Pittsburgh 
serve to illustrate several major shortcomings 
of unemployment laws. An estimated 70,000 
workers in member companies of the Tristate 
Industrial Association were forced into idle- 


ness by the power, transit and _ incidental 
strikes, and became eligible for unemployment 
pay of $20 a week, while the strikers can start 
collecting after five weeks. 

It would seem desirable to do everything 
possible to put unemployment compensation 
on a basis sufficient to allay fears of inability 
to live decently when out of work through no 
personal fault. But it is another question when 
workers are thrown out of employment by 
labor strikes, as is also happening now to 
scores of thousands in the automobile industry. 
By the same token of responsibility, should 
payment be made to the “forced idle” by the 
striking unions? 

Unemployment payments at a rate which 
makes it unattractive to work (and pay car- 
fare and incidentals of working) will only 
bring more trouble and result in the workers 
supporting the non-workers’ in _ idleness. 
Emphasis should be placed on the availability 
of suitable work, making payments contingent 
not on the whim of a person to loaf on some- 
body’s else money but on unavailability of em- 
ployment opportunities. 

Unless the unemployment compensation 
laws are realistically reviewed, we will be 
subsidizing idleness, and the “we” are the 
willing workers, taxpayers and consumers. 
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PROTECTION FOR PROFITS 


A Program for the Trustees of Corporate and 


Individual Capital, and Their Beneficiaries 


E can, if we will, convert what seems 

to be the death rattle of our time 
into the birth pains of a new and better or- 
der.” 


That is the challenge. Once again, as in 
the war, it will require teamwork. Two of 
the most important members of that team 
are the trustee of corporate capital and the 
trustee of personal or family capital. 


Both depend upon profits of enterprise, 
because their beneficiaries depend upon 
them. In the case of business, not only the 
management but the stockholders and em- 
ployees as well get their employment and 
advancement from profits. In the case of 
trustees, estate attorneys and life under- 
writers, the welfare of their beneficiaries 
and clients (and therefore their own) de- 
pends upon sufficient reward for capital to 
induce people to save, plan and live on the 
estates of their own creation. 


Profits are as much the protection of pay- 
rolls as of stockholders. Yet profits are the 
center of attack from many quarters and 
are suffering from public antipathy. Polls 
of employee as well as public opinion show 
a belief that corporations are “profiteer- 
ing”, that they are making from 25 to 30 
per cent profits. But they believe — union 
and non-union, farmers and other voters — 
that 8 to 10 per cent is a fair return. 


What a great delusion the trustees of 
capital have allowed to develop and become 
the basis for political, even militant action! 
How long can any democratic system of 
business survive under such misapprehen- 
sions? This is no new phobia; it is old 
enough to have been corrected by publicity, 
but apparently little enough has been done 


in half a century, for in 1899 Chauncey De- 
Pew said: 

“This tendency of the times (of hostility 
to capital) cannot be met by shouting. The 
crying need of the hour is for some method. 
by which light shall be let into every one 
of these corporations and the public ad- 
vised of their conditions, their management 
and their right to live.” 


It is with these challenges in mind, and 
with appreciation of the interdependence 
of the trustees and beneficiaries of profit- 
able business and estates, that we introduce 
a program designed to demonstrate the pub- 
lic interest in our business system and to- 
help create an informed popular opinion 
on the simple economics of industry. 

This program is being developed to bring 
into closer contact the more public spirited 
leaders of community business life. We un- 
dertake to provide a forum and clearing- 
house for the corporate as well as the finan- 
cial trustees of the nation’s savings, to the 
end that they may, in collaboration with the 
other leaders in their community, assure a 
fair reward for their “trust funds”. 

As one of the most prominent trust offi- 
cials in the nation wrote: 


“IT am glad to see you taking a positive 
position in support of the American system 
of free enterprise, by stating openly and 
definitely that “Trusts and Estates” is the 
“Journal of Capital.” For all the attacks 
which have been made against the Ameri- 
can capitalistic system, there seems to be 
no other property or economic system in the 
world which has attained anything like the 
general good that the American system has. 
It may be subject to corrections and im- 
provements, but certainly not to abolition.” 
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AVENUES OF BUSINESS COMMUNICATION 


Introducing 


The COMMUNITY RELATIONS PROGRAM 
for Business, Financial and Civic Leaders 


HE balance sheet of industry never 

shows the most important item: Public 
Attitude. Is it asset or liability? This pub- 
lic attitude is important in profit-and-loss 
statements not only for its effect upon sales; 
it has become the greatest factor in deter- 
mining how much the costs — particularly 
labor costs — shall be, and how much the 
taxes and the profits shall be. 


As long as management thinks that what 
goes on within its own four walls is more 
important than what goes on outside, in- 
dustry will stay in the dog-house, profit- 
wise and otherwise. And the investor imme- 
diately, and the employee later, will feel 
the full impact of this neglect. 


So — we want to be understood and ap- 
preciated. We want fair reward for our in- 
vestment of savings as well as for our in- 
vestment of labor. How can we get it? 


Mainly by opening up the avenues of 
communication through which we can learn 
more about mutual problems and interests. 
That implies no grandiose campaign to 
“educate” but a review of the facts, and 
use of the tools and media for telling them 
must effectively. 


To aid in the development of public rela- 
tions “know-how”, leaders from many 
fields: labor and industry, education and fi- 
nance, research and publicity, civic affairs 
and politics have cooperated to lay the ba- 
sis for programs which may be used to gain 


mutual confidence and understanding be- 
tween business and its neighbors. 

An important role in creating an at- 
mosphere conducive to prosperous business 
and employment falls on the shoulders of 
national associations. Excellent work has 
been done by the Association of National 
Advertisers, the American Management As- 
sociation and the Controllers Institute; a 
start has been made in other advertising, 
business and financial associations. 


But the application to the daily life of 
the people must be made at the local level, 
not only in the company but also in the 
plant-city. It is in our industrial communi- 
ties that the most common delusions and 
greatest opportunities exist. 

During the coming year there will be 
presented in these pages a series of articles 
on such topics as: 

“What Your Neighbors Think of You” 

“How Labor Tells Its Story” 

“73 Avenues of Communication” 

“Can Your Company Stand the Spot- 

light?” 

“Reporting Profits to the Public” 


“Case histories on cooperative programs” 

This groundwork is so designed as to pro- 
vide the material for building programs 
in other communities, and to illustrate the 
ways and means by which progressive busi- 
ness, labor and financial leaders may coop- 
erate with civic leaders on the home front. 
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WHERE PUBLIC RELATIONS BEGINS 


A Grass Roots Approach to Public Understanding of Private Enterprise 


CHARLES C. CARR 
Director of Public Relations, Aluminum Company of America 


ORE than one informed observer, re- 

cently returned from Europe, is con- 
vinced that the extreme militant wing of 
Soviet leadership actually believes the Unit- 
ed States is on the verge of a revolution to 
overthrow the Capitalistic system. It is re- 
ported that these particular Soviet leaders 
think such a revolution would occur before 
America would ever unite in a war. This 
gross misinformation, if it is actually be- 
lieved by any Soviet leader, comes about 
only because the collectivist groups in this 
country are articulate, whereas a poor pub- 
lic relations job is being done by the pro- 
ponents of free enterprise, who are in the 
vast majority. 

If all individuals, business concerns and 
groups of both the business and profession- 
al type would “sell” their conduct and their 
beliefs to their own home communities, 
such a misconception of the real America 
would be impossible. 


Experts in public opinion surveys know 
that the general public wants some, but not 
too much, government control over our econ- 
omy; that veterans of this war are not 
conspicuously to the left; that the pro- 
ponents of collectivist views who go all-out 
for government control and regimentation 
of banks, utilities, salaries, prices, jobs, 
etc., are in a small minority in this country. 
However, too many community leaders eith- 
er do not know these facts or accept them 
complacently without spreading the correct 
information to others. Their 
profound silence is in marked 
contrast to the constant voice 
of the left-wing groups. 

Start at the Local Level 

F the fundamentals, which 

prove that America is 
sound at the core and not at 
all ready to abandon the free 
enterprise system, are to be 
made known to all the world, 

a better job of public relations 
must be done at the local level. 
If all groups, business and 
professional, could achieve 
high favor in their own com- 


munities, much of the task would be accom- 
plished. The nation-wide publics that affect 
the welfare of business in general, and like- 
wise affect the various individuals and 
groups thriving in the soil of free enter- 
prise, are simply the sum total of the little 
publics in little communities. 
Plant Managers and Educators 
T a recent meeting of its plant managers 
and local public relations people from 
some twenty plants located in various com- 
munities throughout the United States, a 
well-known industrial concern sounded the 
keynote of the sessions with the following 
statement: “The first principle of sound 
public relations is conduct worthy of public 
favor; the second principle is honesty and 
sincerity in any description of that con- 
duct.” With this motto as a*guide, a meet- 
ing lasting an entire week was devoted to 
discussions of ways and means to obtain a 
better understanding with employees and 
with the various elements of the communi- 
ties in which the plants are located. 


This meeting was not confined to a study 
of the various public relations tools which 
are used as modes of expression to present 
ideas. It was more fundamental than that. 
A considerable amount of time was spent 
in thoroughly analyzing the problems of 
this industrial company in its local com- 
munities with the ultimate objective that 
every man and woman connected with the 
company might become a public relations 

representative with proper 
pride in the company and its 
achievements. 


Recently a group of school 
teachers in Western Pennsyl- 
vania invited several public 
relations men from different 
industrial companies to meet 
with them and outline a pro- 
gram that would aid the teach- 
ers in doing two things: (a) 
Establish better contacts with 
the pupil’s parents so that 
they would understand more 
of what the schools are trying 
to do in making good Ameri- 
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can citizens out of their boys and girls; (b) 
work out proper contacts and methods of 
telling the story of the schools and their 
importance to the community to non-par- 
ents who are among the business and 
thought leaders. The meeting developed 
some practical approaches. This is public 
relations in actual practice at the local level. 


A Matter of Business Policy 


VERY group in every community has 
E some down-to-earth problems, just as 
did these school teachers. There are many 
important stories about good conduct and 
good deeds in furthering our way of life 
that need telling. This good conduct by in- 
dividuals and by groups is frequently al- 
lowed to remain untold. The public, left 
blissfully unaware, becomes fertile ground 
for those who are sowing the seeds of so- 
cial change and discontent with the Ameri- 
can way. 

In a speech delivered last December at 
the Public Relations conference in connec- 
tion with the annual meeting of the NAM, 
Paul Garrett, vice-president of General Mo- 
tors developed a basic formula for the right 
relations at the local level. He illustrated 
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Basic Formula 


MANAGEMENT 
POLICIES 


ACCEPTANCE 
OF THE COMPANY 
AND 
ITS PRODUCTS 


DESIGNING 
ENGINEERING 
PERSONNEL 
MANUFACTURING 
PURCHASING 
FINANCE 
DISTRIBUTION 


~ by millions of individuals 
who have their own opin- 
ions but whose opinions 
are influenced by the 
opinions of others 


PEOPLE 


connected with the company 


EXECUTIVE PERSONNEL 
SUPERVISION WORKERS 
DEALERS 

STOCKHOLDERS 


SUPPLIERS 

We have not here attempted to differentiate 
between the company and the product so far 
as their public acceptance is concerned. That 
is like arguing about the hen and the egg. 


You never know which comes first with the 
customer. Is he moved to purchase a car 
through confidence in the product or through 
confidence in the institution back of the 
product? — PAUL GARRETT, V.P. General 
Motors Corp. 





his talk with graphs and charts. His theme 
can be summed up in the above chart, 
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which shows that management policies as 
applied through people determine the ac- 
ceptance of the company and its products. 


What people? Why, people connected with 
the company, of course. In short, every man 
in General Motors, from the executive per- 
sonnel to the supervisors, workers, dealers, 
suppliers and stockholders, should be a per- 
son through whom these management poli- 
cies are expressed. This naturally poses an 
educational job for General Motors, within 
the company as well as without. 

The importance of this internal job to all 
business concerns is becoming increasingly 
well recognized by large industrial firms. 
Many of them are tying their employee re- 
lations so closely to their public relations at 
local plants and sales offices that the two 
work together in a coordinated effort. Many 
smaller industrial concerns and business in- 
stitutions such as banks and mercantile es- 
tablishments have not yet recognized the 
necessity of a program to acquaint em- 
ployees with the worthy conduct of the in- 
stitution. Any employee who has pride in 
the company for which he works becomes an 
instrumentality in increasing acceptance 


bly 


by the public of his company and its prod- 
ucts. 


Public Decides Rules 


HIS general public is most important. 

It decides the rules and regulations un- 
der which we must operate; it is the owner 
and operator of all the political marionette 
shows and it decides, in the last analysis, 
whether we are to stay in business at all. 
This public can be reached most effectively 
at the local level. 


A recent pamphlet from the American 
Newspaper Publishers Association well 
states: “The road to public understanding 
of industry begins, very naturally, in plant 
cities . . . in the communities where indus- 
try is located. Public opinion of industry 
takes root where industry lives, and from 
this root will stem the freedoms granted to 
industry . . . or the restrictions imposed 
upon it in peacetime.” 


Secretary of State Byrnes recently told a 
delegation from the National Editorial As- 
sociation, representing over 5,000 weekly 
newspapers, that in his opinion the smaller 
communities of the nation form “the back- 
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bone of America.” Secretary Byrnes un- 
doubtedly feels the spirit of real American- 
‘ism which emanates from these small com- 
munities when he speaks so firmly for our 
way of life in United Nations conferences. 


Despite this soundness of America at the 
core, the injection of political regulations 
with narrowing areas for individual deci- 
sion does give a challenge to every thought 
leader in each community if he is opposed to 
the advance of statism. 


The 52-20 Club 


HE signs of this development are all 

about us. We have an intensive federal 
regulation of labor disputes, an increasing 
rise of federal banking institutions and the 
political control of credit. We have politi- 
cal determination of wages and prices which 
is carried over from the war into the post- 
war OPA era. We have all about us an in- 
crease of spending philosophy and a notion 
in some quarters that “public debt is good.” 
Despite the fact that it is estimated that at 
least 60 per cent of the returned veterans 
are now working full time, there are still 
too many of them who belong to the ‘“52- 
20” club. That particular group believes 
that the government owes them a living 
and its members are quite content to ac- 
cept $20.00 each week for a year. 


People are influenced by people. Some 
students of mass psychology have estimated 
that one person out of every five is or can 
be a thought leader in some group. There 
are many ways in which this can be done. 
Some of it can be accomplished by a wise 
use of the printed word; much of it can be 
achieved by an active interest in better pub- 
lic relations for one’s own business or pro- 
fession. Such community leaders as bankers 
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Named to P. R. Post 


J. E. Drew, re- 
cently assistant 
director of pro- 
motion of the 
American Gas 
Association and 
former deputy 
manager of 
American Bank- 
ers Association, 
has been appoint- 
ed an assistant to 
Holcombe Parkes, 
vice president in 
charge of public 
relations of the 
National Associa- 
tion of Manufac- 


J. E. DREW 
turers. 


Mr. Drew was vice president in charge of 
public relations and new business at the Amer- 
ican Trust Company of San Francisco before 
coming to New York. 





can be influential in urging individual busi- 
nesses to improve their community rela- 
tions. 


It is up to all of us who believe in the 
American way of life to make clear the im- 
portance of having people practise and ex- 
plain the reasons why democracies such as 
ours are still the best form of government. 
This needs to be done in contrast with the 
collectivist philosophies now so much in 
favor in other parts of the world. The more 
people there are who become articulate 
about free enterprise at the local level, the 
sooner we will convince the world that 
America is not ready for a change and is 
quite satisfied with its present way of life. 
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HOW BUSINESS AIDS THE COMMUNITY 


Benefits from Business to Community Told in Annual Reports 


No. 17 in a Series of Staff Studies on “Public Reporting of Private Enterprise” 


HE local citizen is to business at once 

a customer, voter, worker, manager or 
stockholder, and is presumably an indivi- 
dual interested in his community, certainly 
as it affects his own welfare. It is impor- 
tant, therefore, where a business is a con- 
tributor to the benefits, that it identify it- 
self with the welfare of the local com- 
munity. 


Business devoted much attention during 
the period of national emergency to pub- 
licity and institutional advertising to asso- 
ciate itself with the national effort. Now 
that the horizon of public interest and con- 
sciousness is more in the community than 
national, advertising and publicity are 
again being directed to the individual as a 
user of products and services rather than 
to his pride as a patriotic citizen. 


And business is aware that public es- 
teem gained in the outstanding war job 
can quickly be lost in the shift of public in- 
terest from the national to the local level. 


Local Climate Important 


rTT\HOUGH the belief that the benefits of 

business go only to stockholders and 
much decried “absentee owners” is less 
widespread than formerly, too often pay- 
rolls and taxes paid by corporate enterpris- 
es are taken for granted in their plant com- 
munities. Payrolls actually become substan- 
tially the working capital of a community; 
its size and the velocity of its use can be a 
strong influence in the economics of a com- 
munity and its adjacent territory. Corpora- 
tions are often the largest source of local 
taxes to improve schools, public health fa- 
cilities, sewage, streets and other uses of 
civic importance. Progressive managements 
and civic groups understand the mutuality 
of interest between business and the local 
community. It is now also clear that the lo- 
cal climate of public opinion can be a strong 
determinent in whether or not a particular 
plant or business is a profitable operation. 


Stockholder and employee reports, as well 
as advertising, can be used to improve the 
public relations of business. Information 
n plant expansion and improvements, re- 


search and technical resources provided, 
direct participation in community affairs, 
surveys made and used to the general in- 
terest, and policies affecting employees are 
of interest in plant-city localities. 

To learn how and why various corpora- 
tions are using the annual report as a tool 
in community relations the staff of Trusts 
and Estates has made a study of over 1000 
reports issued over the past year. Of the 
reports reviewed a majority disregarded 
completely the community and public in- 
terest and gave only the usual factual fi- 
nancial information. Others, however, used 
various means of identifying themselves at 
the local level, and it is with these methods 
that this study is concerned. 


Principles of Conduct 


BROAD concept of corporate responsi- 

bility in the industrial field is ex- 
pressed in the annual report of General Mo- 
tors (1945): 

“The policy of GM management is ac- 
tuated by the principle that “What is good 
for the country is good for General Motors.” 
This broad concept provides a basic pat- 
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tern for building good relationships with 
the public and guides the organization in 
all its plans and activities. 


“The progress of the organization is de- 
pendent upon the attitudes and opinions 
of people in all walks of life. It is not 
enough, for industrial management to en- 
gineer and manufacture more and better 
products at ever lower cost. Industry has 


the additional responsibility of demonstrat- . 


ing sound social as well as sound economic 
objectives. 


“The successful business must adopt 
wise, constructive policies in the mutual 
interest of all concerned. And it must in- 
terpret them to employes, stockholders, 
suppliers, local communities and the public 
at large, so that all will have a clear under- 
standing of the company’s actions and 
aims.” 


Relation to Farmer Interests 


HE farmer and the rural community 

are of especial importance in the ac- 
tivities of the large food and dairy com- 
panies, as well as utilities. The farmer and 
citizens of many small communities are 
both consumers and producers and their 
attitudes have a substantial bearing on the 
operational success of these enterprises. 
How these companies are meeting these op- 
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portunities and obligations are described 
in their annual reports. 


Under a rural scene, taken on the com- 
pany’s Larro Research Farm near Detroit, 
that should please the eye of any farmer 
or countryman, the caption in the General 
Mills report said: 


“GOOD CUSTOMER of the American 
farmer is General Mills, buying over 10% 
of his wheat crop annually. Last year the 
company bought approximately $220,000,- 
000 worth of raw materials from the farm- 
er and other producers.” 


National Dairy Products Corp. advised 
that: 


“Since its inception, the company has co- 
operated with Federal and State Depart- 
ments of Agriculture, State agricultural 
institutions, county agents, farm co-oper- 
ative organizations and individual farmers 
to improve herds, develop better feeding 
programs, increase farm efficiency and pro- 
mote greater production of higher quality 
milk. Operating divisions maintain staffs 
of trained men, including veterinarians, 
agricultural school graduates, farm spe- 
cialists and sanitary engineers, to assist 
the farmer. 

Special motion pictures, made by Nation- 
al Dairy to depict modern farming prac- 
tices and methods of quality milk control, 
are shown throughout producing areas, and 
literature on similar subjects is widely dis- 
tributed. In many States, programs of co- 
operation with 4-H Clubs and the Future 
Farmers of America are sponsored, includ- 
ing awards to farm boys and girls for ef- 
ficient milk production. 

National Dairy also serves the farmer and 
the public, by developing new dairy foods, 
finding new uses for their by-products, and 
creating better public understanding of 
the value of dairy products through its 
advertising.” 

The Borden Company’s annual report for 
1945, covering the company’s 88th year of 
operation, explains how the complexities of 
modern operation are being met by their 
“Flexible Operating Plan”. The plan calls 
for the conduct of the company’s business 
on a community basis wherever practical, 
without discarding centralized direction if 
conditions make this necessary. Matters 
such as employee and community relations 
responsibility rests largely with local man- 
agement. 

“In his own community the manager of 
a fluid milk or ice cream plant is The Bor- 
den Company. He operates his plant very 
much as an owner-manager, being subject 
only to the broadest over-all policies . 





By vesting authority in a responsible lo- 
cal representative, the company prevents 
the problems and dangers of remote control. 
Competent resourceful local management is 
able to deal directly and sympathetically 
with producers and employees and under- 
stand the needs of the community it serves. 
In large measure, this plan of decentralized 
hometown management has developed the 
good public relations which the company 
enjoys wherever it does business.” 


New and Proposed Projects Described 


HE direct and indirect benefit to the 

community can be visualized when 
plans for new plants are publicized in the 
annual report and in community advertis- 
ing. The citizens of a community are more 
favorably disposed toward a corporation 
which endeavors to meet or improve the lo- 
cal architectural pattern or standard, than 
if a purely functional structure is put up 
to house a new corporate enterprise. 


In its report for 1945 The Greyhound 
Corporation showed different views of the 
artist’s conception of proposed new Grey- 
hound terminals. General Electric devoted 
space to recently acquired and projected 
plans for their post-war expansion and de- 
centralization plans, giving enough detail 
that any affected community could identify 
its interest. An illustration showed, “Arch- 
itect’s model of Electronics Park, new head- 
quarters for Electronics Department under 
construction at Syracuse.” 


The F. L. Jacobs Co. (Detroit) report 
showed pictures or projections of their 
plants in a number of communities with 
an accompanying description of its pro- 
posed output and an illustration of the prin- 
cipal product to be manufactured. Another 
instance was that of The Flintkote Com- 
pany architect’s drawing and description 
of the new research laboratory to be erected 
at Morristown, New Jersey. 


A direct link with community interest 
was made in the S. H. Kress & Company 
report by using a picture of their store at 
El Paso, Texas, described on the inside of 
the front cover: 


“THE KRESS STORE AT EL PASO, 
TEXAS is an interesting example of the 
effort made by the company to serve, grow 
with and become an integral part of the 
communities in which its stores are located. 


“The Company originally established a 
store in E] Paso in 1907. The original store 
was twice enlarged and modernized. In 
1937 the present store was constructed 
along modified Spanish lines to harmonize 


Architect’s rendition of Flintkote Research 
Laboratory to be erected at Morristown, N. J., 
illustrates the emphasis on attractive industrial 
residences instead of the eyesores of the past. 


with the architecture of El Paso and the 

Southwest.” 

The report of the Northern Pacific Rail- 
way Company had one page of photographs 
showing improved water tanks, station plat- 
forms, stations, stores and depots under an 
overall descriptive title, “In 1945 — Better- 
ments of Many Kinds Were Completed 
along the Main Street of the Northwest.” 


Double Purpose for Territory and 
Community Surveys 


AILROAD and public utility com- 

panies, which serve a number of indi- 
vidual communities and are interested as 
well in wider sectional development, can 
and have used their publicity to improve 
community relations while inviting inter- 
est from distant places. Publicity to attract 
outside interest and surveys of industrial 
and rural attractions of a territory serve 
to give a better interpretation to the local 
community and identify the corporate in- 
terest in the general community welfare. 


The Missouri - Kansas- Texas Railroad 
gave a detailed account of industrial activ- 
ity and announced plans for industry in 
Texas and the Southwest. The Reading 
Company graphically described the sources 
and importance of “bridge” and terminated 
traffic, as well as traffic developed within 
its own territory. The Canadian Pacific 
Railway Company report said in part: 

“In the early years of your Company’s 
history little provision had been made for 
the development of agriculture in Western 
Canada, and your Company adopted the 
policy of establishing demonstration farms, 
and of building up herds of high-grade cat- 
tle for distribution to the farmers at reas- 
onable prices to enable them to improve 
their stock . .. so greatly contributed to 
the growth and development of sound agri- 
cultural methods.” 





Inspecting a penicillin plant 
(FROM 1945 REPORT, ABBOTT LABORATORIES) 





The report emphasized that these pro- 
jects were not run for profit but for the 
benefit of the territory, and that they have 
now been discontinued as they are no long- 
er considered necessary. 


The advantages for industrial companies 
within the territory and communities 
served by the Puget Sound Power & Light 
Company were pointed out in that com- 
pany’s agressive publicity and in the an- 
nual report. The Consumers Power Com- 
pany, which serves the industrially strong 
state of Michigan, featured the benefits of 
its farm electrification program: 


“Our rural lines are an important force 
in the economic and sociological develop- 
ment in Michigan. They make farm work 
easier and more profitable. The rural elec- 
trification development has brought the 
farmer city conveniences by supplying 
cheap and abundant electric service at 
standard city rates. It has also opened new 
opportunities for upbuilding community 
areas, developing new enterprises, and 
profiting from trends toward industrial de- 
centralization.” 


Developing and Improving Local 
Resources 


SIDE from railroad and utility com- 
panies, other corporations have dem- 
onstrated a community of interest in the 
development of natural resources of various 
territories, and put their technical and spe- 
cialized services at the disposal of local 
communities. For example, The Flintkote 
Company protects and operates large wood- 
ed tracts adjacent to its insulation board 
plant at Meridian, Mississippi. The acre- 
age of the company is controlled under sci- 
entific forestry practice, and it is important 
that adjoining acreage too should have 
proper attention. In its report Flintkote 
said: 
“Much of the land is held in small lots 
by farmers, and in normal times the sale 
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of timber is a source of cash income to 
them. Not more than about 50% of each 
farm is cleared so is unsuited for other 
purposes. In the interest of general welfare, 
conservation and cultivation should be un- 
dertaken. To this end, The Flintkote Com- 
pany extends to local owners the services 
of its technical staff of trained foresters 
who are well versed in the problems of 

Southern forests.” 

A soil conservation program protecting 
the land by terracing and contour planting 
was described by Hawaiian Pineapple Co., 
Ltd. (Honolulu). Great Western Sugar 
Company told of the aggregate amount 
paid to farmers growing beets for the com- 
pany’s factories. Lehigh Coal and Naviga- 
tion Company had submitted a plan for aug- 
menting and improving the water supply of 
the city of Philadelphia. Rayonier told in 
its report of having developed a process by 
research to evaporate and burn waste sul- 
phite liquor, thus eliminating a disposal 
problem, usually a sore spot between pulp 
manufacturers and local communities. 


Opportunities for Training and Education 


DUCATIONAL opportunities afforded 

by corporations, whether plant train- 
ing programs, apprenticeships or scholar- 
ships for school or graduate study identify 
the corporation at a constructive level of 
community interest. Westinghouse Electric 
Corporation reports its intention of “re- 
suming its course in skilled apprenticeships, 
as well as those in technical work, drafting, 
production scheduling, inspection, and oth- 
er essential fields. The program of scholar- 
ships, fellowships, and cooperative training 
is also being restored to normal as rapidly 
as possible.” The company is continuing 
its annual competition for Westinghouse 
Scholarship awards open to high school 
seniors. 


The Elgin National Watch Co. reports 
that — 


“The Elgin Watchmaker’s College is now 
serving a number of ex-servicemen under 
the GI Bill of Rights. Many more, it is ex- 
pected, will enroll in this fine school which 
teaches a grade with prospects of steady 
employment at good wages, and leading on 
to the ownership of a business.” 


The Standard Oil Company (Indiana) in 
its 1945 report showed a group of farm 
boys — 

“The first year’s state winners in the 
Standard Oil Company 4-H Club project 
for the study of tractor maintenance. Sub- 
sidiaries and other oil companies have now 





taken up the project in states outside the 
parent company’s territory. This activity 
is becoming increasingly a demonstration of 
the social mindedness of these companies 
about the future of farming, the most ba- 
sic industry our companies serve.” 


General Foods told in its 1945 report of 
the company’s developing program for im- 
proving its neighborliness in each of the 
communities of which it is a part by in- 
tensification of employee training and plans 
for the better use of human resources with 
reassimilation of employees from the mili- 
tary services. 


A Place in Civic Activities 


ry‘HE Pepsi-Cola Company stated in its 
| 1944 report: “Your Company believes 
strongly that it should help as far as pos- 
sible in the civic activities of the communi- 
ties in which it lives and operates. It feels 
that industry can be of great assistance in 
helping these communities, not only during 
these difficult times, but in endeavoring to 
help them solve some of their problems in 
ordinary times, and to demonstrate in ac- 
tions that the Pepsi-Cola group appreciate 
the confidence in Pepsi-Cola of these com- 
munities and their people and want to work 
with them for further progress.” 


The company demonstrated its belief by 
the formation and administration of (1) 
Servicemen’s Centers, (2) Junior Clubs for 
the benefit of teen-age boys and girls who 
live in heavily populated areas, (3) “Por- 
trait of America” Contest and (4) Scholar- 
ship Program open to all high school 
seniors throughout the country. 


National Breweries (Montreal) reported 
that in 1944 and 1945 the company spon- 
sored series of educational lectures held at 
McGill University and distributed them 
widely in Canada and the United States. 

Reports released in the latter half of 
1945 showed a decided trend toward atten- 
tion to community interest. 


Simplified Economics Booklet 


A booklet by Robert Keith Leavitt, prepared 
With the cooperation of management and or- 
ganized labor, has been published by National 
Blank Book Co. of Holyoke. The 60-page book- 
let, Your Pay Envelope—and how it gets that 
way, is devoted to simple, clear treatment of 
the benefits of the private enterprise system, 
and how corporations may explain them to the 
public and employees. 
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CASE HISTORY in Public Financial Relations: 
THE ECONOMIC anp BUSINESS FOUNDATION 


From time to time The Journal of Capital will present brief summaries 
of the activities of organization and individual companies who are doing 
effective work in disseminating educational material in their communities 
on the economics of finance, industry, and business.—Editor’s Note. 


ORMATION of The Economic and 

Business Foundation as a non-profit or- 
ganization in 1940 was an outgrowth of in- 
formal meetings and discussions on current 
economic problems of business by a small 
group of bankers in Western Pennsylvania 
and Eastern Ohio. Although thus far its 
physical environment is localized, its con- 
ference speakers and discussion groups 
have included outstanding business, labor, 
financial and academic men from various 
sections of the country. Discussions at these 
conferences, published in pamphlet form, 
are distributed to members and sold in this 
country and abroad. Foreign demand for 
these pamphlets has increased steadily in 
the last few years. 


Immediately after its formation, The 
Foundation published a book, entitled Lec- 
tures for Bankers and Business Executives, 
which consisted of the proceedings of the 
meetings sponsored by the formal group 
prior to incorporation. The topics discussed 
at these earlier meetings included a wide 
area of business and financial subjects; 
such as, Our Changing Economic and Busi- 
ness Organization, Home Financing Or- 
ganization and Policies, Organizing a Busi- 
ness for Profit Under Present Economic 
Conditions, Stabilizing Business Fluctua- 
tions Through Monetary, Credit, and Bank- 
ing Policies, and Where Will Management, 
Labor, and Government Get Together? 


In the fall of the year 1941-42, The Foun- 
dation took its first important step along 
the course of its future activities. The first 
year’s meetings were devoted to American 
Economic Objectives, the second to Ameri- 
can Economic Policies, and the third to 
American Business Policies. Topics during 
the first year largely dealt with aspects of 
Amercan Economic History. The second 
year, however, brought to the forefront 
such topics as Industry’s Views on Ameri- 
can Economic Policies; Labor’s Views on 
American Economic Policies; and Produc- 
tion, Consumption, Income Distribution, 
and Price Policies. Also The Foundation 


during that year established a library and 
distributed in the Shenango and Mahoning 
Valleys, through the courtesy of the Falk 
Foundation, pamphlets published by The 
Brookings Institution. Among these were 
‘Free Enterprise and Laissez Faire’, ‘The 
Profit Motive and Maximum Profits’, Distri- 
bution Costs — Wasting at the Bunghole’, 
and ‘Labor as Cost and as Market’. During 
1942-43 the Foundation continued in spon- 
soring in its locality courses in adult educa- 
tion; consisting of Insurance, Economics, 
Sociology, and Government. 


The last year of the predetermined pro- 
gram was more or less a continuation of 
that in the preceding year, but an outstand- 
ing new feature was added to the program 
of meetings during that year: 


“Each of the three members of the panel 
that conducted the evening round table led 
an afternoon discussion on a topic subordi- 
nate to the main topic of the evening for- 
um. With each of these economists in the 
afternoon meetings, two business executives 
were asked to speak, and, in addition, one 
labor leader spoke at each meeting in which 
labor problems were discussed.” 


At the conclusion of the three-year plan 
it was decided to begin operating indefinite- 
ly on a revised program. The new plan calls 
for forum meetings in the fall of each year 
on American Business Policy. These meet- 
ings were designed to discuss principles, re- 
cent trends, and current thoughts on such 
functions as marketing, production policies, 
labor and financial relations, and personnel 
management policies. The topics for discus- 
sion were all under similar names, and as a 
rule four speakers read formal papers on 
different sections of the subject. All of these 
speeches, as well as questions and answers, 
were distributed in pamphlet form. 

This part of the plan, according to The 
Foundation, was designed for the following 
purposes: 


1. To explore and disseminate informa- 
tion on how American Business Poli- 





cies can contribute most to the achieve- 
ment of American Economic Objec- 
tives as outlined by The Foundation. 


. To keep functional executives abreast 
of the best current thought regarding 
policy formation in their respective 
fields. 


3. To contribute to “Executive Develop- 
ment” of junior men. 


. To disseminate information on busi- 
ness management among as many po- 
tential entrepreneurs in a community 
as possible in order that a fountain of 
new businesses may continue to spring 
forth. 


The other phase of The Foundation’s an- 
nual meeting was devoted to American Eco- 
nomic Policies. The topics under discussion 
included American Labor Policies and Re- 
moval of War-Time Controls Wth Special 
Reference to Price and Wage Policies. 


Another newly added feature during the 
past year was a series of group discussions 
on contemporary American problems, in- 
cluding social problems and social science; 
population, resources, and pressures; busi- 
ness cycles; labor organization and legisla- 
tion; slum clearance; health, delinquency 
and crime, etc. 


Interest in The Foundation on the part of 
industrial and business men in other locali- 
ties led to establishment of the American 
Economic and Business Council to sponsor 
and .coordinate “Economic and Business 
Education and Research” in the five new 
regional foundations. In addition, it will 
sponsor the following programs: 


1. Discussion of Economic and Business 
topics before high school and college 
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students, service clubs, professonal 
associations, and other groups. 

. Periodic newspaper articles on 
nomic and Business problems. 

. Periodic radio broadcasts. 

. Publication of a periodical known as 
the “Economic and Business Review 
and Digest.” 


Eco- 


. Maintenance of information 
brary service centers. 


and li- 


. Formal training programs for inter- 
mediate management groups. 

. Formal classes in special fields, for ex- 
ample, “Problems of Entering and 


Operating a Business’’. 

. Distribution of pamphlet digests of 
The Brookings Institution publications 
financed by the Falk Foundation. 


Press Conferences for Banks 


The reticent attitude of large banks in New 
York City and of bank managements generally, 
as so often shown in their relations with the 
press, was scored by H. Eugene Dickhuth, 
financial writer of the New York Herald Tri- 
bune, speaking at a luncheon meeting of the 
New York Financial Advertisers. He con- 
trasted their relations to those of the president 
of the United States, cabinet members and 
officials of the Federal Reserve Bank, whose 
regular press conferences serve to keep the 
public and the press informed of developments 
in the country. 


Banks, by reason of their intimate and im- 
portant relationship with the public, have a 
similar social responsibility to tell their story 
through the medium of their choice, Mr. Dick- 
huth observed. Advocating a policy of full 
disclosure, he said, the pattern of communicat- 
ing information in the United States is so 
well established that banks can no _ longer 
remain stand-offish. 
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Program For A Small-Town Company 


RUDOLF W. STAUD 


Sales Promotion Manager and Director of Public Relations, 
Benjamin Electric Mfg. Company, Des Plaines, Illinois 


— Excerpts from September 1946 Public Relations Journal — 


UR objectives are simple: We like to do 

the things by which others will con- 
tinue to recognize us as a good firm with 
which to do business, a good firm for which 
to work and a good firm to have in the com- 
munity. It often requires a slow process of 
self-education. 


We have found it desirable to keep the com- 
munity surrounding our plant (in which our 
employees live) informed about the company’s 
policies and program, A series of assemblies 
of our employees, a monthly employees publi- 
cation and news stories and advertisements 
in the local community weeklies have been 
found effective for this purpose. 


Our assemblies are held approximately every 
six months, usually followed by entertainment, 
dancing and refreshments. The formal part 
of the program usually consists of a 25-minute 
talk by an officer outlining the company’s plans 
and thinking, with employees’ representatives 
such as the business representative of the union 
also invited to participate in the speaking. 


News stories with a brief summary of the 
talks are prepared for the community weeklies 
(which have in every instance printed the com- 
plete story). A complete report of the as- 
semblies, with photographs and a condensation 
of the talks presented, are also published in 
our employee magazine. 


We recently completed a testing and devel- 
opment laboratory which was made an occasion 
for formal dedication exercises and open house 
for the community leaders, the employees, their 
families and neighbors. 


Now under preparation is a new series of 
newspaper advertisements in which we aim 
to tell the folks in the community more about 
the company’s products and markets and about 
the contributions which the company and its 
employees make to the community. 


Expenditures are relatively small and well 
within the budget of medium sized and small 


companies. Some of the activities can be han- 
dled by the advertisnig manager or personnel 
manager with the aid of employee committees, 
For medium sized companies employing from 
250 to 600 people we feel it is desirable (in 
a suburb 25 miles from Chicago) to employ 
competent public relations or community rela- 
tions counsel to make a survey of the specific 
needs of the company and to assist in starting 
such a program. Fees of such counsel are small 
when ‘compared with fees of attorneys, certified 
public accountants and other consultants. 


Every company, no matter how small it is, 
can afford to do some things to help create a 
better understanding of the company and thus 
of industry as a whole. From our experience 
we find that such doing does not call for large 
expenditures but primarily a willingness of 
all company executives to pay attention to the 
many details which make for better public re- 
lations. 


——$——__ 9 —_______ 
Economic Forum for Underwriters 


Forums for discussion of major economic 
issues and developments are to be provided 
for life underwriters under plans of the Amer- 
ican Society of Chartered Life Underwriters 
in major cities throughout the country. Fol- 
lowing the pattern of the meeting in New 
York in April, the Boston Chapter has an- 
nounced a day’s program for October 25, at 
which four prominent business and profession- 
al men will present addresses to be followed 
by discussion periods. According to announce- 
ment by general chairman M. Luther Buchan- 
an, the objective is to enable “business execu- 
tives, bankers, accountants, lawyers and life 
underwriters to obtain a better understanding 
of the inter-relation of the many problems in 
their respective fields”. Subjects of the Bos- 
ton meet will be Preserving Free Enterprise, 
Labor and ‘Management Relations, Manage- 
ment of the Public Debt and “The Crisis of 
the Middle Class”. 


STAMP COLLECTIONS 


Advice available for the disposition of stamp collections. 


AUCTION SALES — PRIVATE TREATY — CASH PURCHASE 


(Appraisals a specialty) 


EDSON J. 


(Licensed Auctioneer) 


500 FIFTH AVENUE 


FIFIELD 
NEW YORK 18, N. Y. 





EMPLOYEE-MANAGEMENT PARTICIPATION 


Bank Adopts “Multiple Management” Principle of 
Junior Advisory Board 


NTRODUCTION of a new program for 

employee-management cooperation adopt- 
ed by the Community Savings Bank of 
Rochester marks another advance in the 
important province of employee relations. 
It is apparently the first such plan to be 
introduced in a mutual savings bank, 
though not entirely new in principle in the 
banking field. 


The plan, which embodies a principle suc- 
cessfully applied in many industrial con- 
cerns, was formally announced on Septem- 
ber 12, 1946 by Charles W. Carson, presi- 
dent of the bank and sponsor of the plan, 
at a dinner fer 108 members of the bank’s 
staff and its trustees. 

To achieve its objectives, the Community 
Savings Bank Participation Plan, as it is 
called, provides two main features: (1) a 
junior management council to participate 
actively in management; and (2) a bonus 
for all members of the staff to be paid twice 
yearly, based on improvement of service to 
the public and the development of new busi- 
ness. 

Council of Officers and Employees 


Democratic in its principles, the Partici- 
pation Council of the Community Savings 
Bank is made up of ten staff members, five 


1Cf. Trust Companies, Dec. 1938 and 
Trusts and Estates, Nov. 1942. 


of whom were elected by the officers and 
department heads group, and five by the 
directors of the Community Savings Bank 
Employees’ Association. Membership on 
this junior management council will be ro- 
tated each six months with the election of 
six new members and the retention of the 
chairman and secretary and two other mem- 
bers of the previous council. An important 
provision of the plan requires equal repre- 
sentation of both officer and employee 
groups at all times. 


In addition to planning the monthly busi- 
ness goals and encouraging suggestions 
from the staff, and its own membership, 
functions of the Participation Council will 
be “to recommend to management new poli- 
cies to benefit the staff and the public, im- 
provements in present services, methods of 
reducing expenses of operation and improv- 
ing earnings, matters pertaining to per- 
sonnel, job training, efficient operation, and 
subjects of general concern to staff or pub- 
lie”. 

Employees Worked Out Details 


The Community’s Plan is patterned on 
the principles incorporated in Charles P. 
McCormick’s ‘Multiple Management’ organ- 
ization under which employees participate 
in company affairs on an extensive advisory 
scale. The purpose as stated in the bank’s 


Participation Council, Community Savings Bank, Rochester, N. Y. 
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plan is “to provide an opportunity for wider 
participation in management and through 
the united efforts of the entire staff to make 
possible extra compensation in the form of 
a semi-annual bonus to every member of 
the staff.” 


After approval of the proposed plan in 
broad outline by the Board of Trustees at 
their August meeting, Mr. Carson wisely 
avoided one of the pitfalls which many 
managements have unwittingly built for 
themselves at this stage. Instead of insti- 
tuting the plan with fanfare as a cut-and- 
dried decision of management, he sought 
the counsel of his junior associates and 
employees. As he then observed, “Most of 
the aspects of our plan are not unique. If 
it differs in any way from other plans it 
is that although conceived by management 
its details will actually be worked out by 
staff representatives.” Another decision in- 
corporated in the plan is a provision that it 
be reviewed at the end of three months, so 
that revisions may be made in the light of 
experience. 


Charles W. Carson, when treasurer of 





SW MQ AAAI 
yy 


BOO 


Zrii ys 
Y 


KS 
SINGLE COPIES 


SMALL COLLECTIONS 
COMPLETE LIBRARIES 


BOUGHT—SOLD 
APPRAISED 


INguiriEs INVITED 


QQ |W" 


QW, E7°inrrrwrii {AL 


SW.) ™?i'—¥* qq} "°E7="»°”’F"’Twmw»wsx1y]rp 


NM 


7 AMERICAN LIBRARY SERVICE 
7, 117 West 48th Street, |New York City 19 


BRyant 9-5214 
U We also specialize in supplying genealogies, 


Gy; family and town histories as well as out-of- 
Z, print books and magazines on all subjects. 


Inquiries solicited. No obligation. 


LWW vv v vw 


TRUSTS and ESTATES—October 1946 


the Colgate-Rochester Divinity School in 
1942, was invited to serve as a trustee of 
the Mechanics Savings Bank in Rochester. 
The next year he became an officer of the 
bank, and subsequently when it merged to 
form the Community Savings Bank, Mr. 
Carson was elected executive vice president 
of the merged institution, and in July this 
year became its president. 


The ‘multiple management’ idea first in- 
stituted as a plan in McCormick & Co., Inc., 
Baltimore, fourteen years ago, has been 
adopted by more than 500 businesses. These 
included the Equitable Trust Company of 
Baltimore six years ago, and later the 
Equitable Trust of Wilmington. 


Annual Reports in Films 


Annual reports of leading corporations will 
provide the basis for an important phase of 
future educational motion pictures. Criterion 
Pictures Corporation will sponsor the presen- 
tation of movies and television of the activ- 
ities of industry in brokerage offices, business 
establishments, schools, colleges, and other 
places. 
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Best Annual Report Awards 


John W. Snyder, Secretary of the Treasury, 
speaking at the “Oscars of industry” report 
award dinner of the Financial World, urged 
business men and industrialists to “use all 
the facilities at your disposal to inform the 
public of the nature of business problems,” as 
the “armor against attacks on our system of 
free enterprise.” 

Robert R. Young, chairman of Chesapeake 
& Ohio Railway Co., accepted the gold award 
for the best annual report. The C. & O. also 
won the silver trophy for the best report of all 
transportation. 


Silver Oscars also went to Caterpillar Trac- 
tor Co., Seattle Gas Co. and National Secur- 
ities & Research Corp. and to nearly a hundred 
as lst, 2nd and 3rd best of industry selected 
from more than 3,000 corporate reports con- 
sidered in the initial survey. 

In the banking field awards went to Frank- 
lin Square National Bank, Long Island, Sav- 
ings Banks Trust Co., New York, and Central 
National Bank of Cleveland, in that order. 
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WINNERS AND RUNNERS-UP FOR 
“BEST OF ALL INDUSTRY” AWARDS 


Financial— 
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The program included a gridiron skit on 
“How Not to Prepare an Annual Report.” Wes- 
ton Smith, vice president of Financial World, 
was master of ceremonies. 


0 


Checklist for Employee and 
Community Relation Activities 


A checklist of 126 points of contact and 
methods of telling the story of a business to 
employees, stockholders, government and com- 
munity, has been issued by the Association of 
National Advertisers. These highly practical 
and suggestive questions are a compilation 
based on experience of many members of the 
association. Typical points on the checklist 
are: 


Employee: 


Does the house organ keep employees in- 
formed on events, local and national, affect- 
ing the company? é 


Does the company make 
periodic surveys of employee 
opinion, and inform them of 
actions on complaints, or why 
corrections cannot be made? 


Does company hold “open 
house” for family and friends 
of employees? 


Community: 


Is institutional advertising 
used to tell about employee 
and company activities? 


Are visiting days posted in 
plant, restaurants, civic clubs, 
schools, etc.? 


Stockholders: 


Does annual report tell 
employee-stockholder about 


lst—Natl. Securities & Research (New York, N. Y.) 
2nd—Franklin Sq. Natl. Bank (Long Island, N. Y.) 
3rd—Insurance Co. of No. Amer. (Philadelphia, Pa.) 


Transportation— 
lst—Chesapeake & Ohio Ry. Co. (Cleveland, Ohio) 
2nd—Missouri-Kansas-Texas (St. Louis, Mo.) 
3rd—Pan American Airways (New York, N. Y.) 


Manufacturing— 
lst—Caterpillar Tractor (Peoria, Ill.) 
2nd—Electric Boat Co. (Groton, Conn.) 
3rd—Westinghouse Elec. (Pittsburgh, Pa.) 


Public Utilities— 
lst—Seattle Gas (Seattle, Wash.) 
2nd—Puget Sound Pwr, & Lt. (Seattle, Wash.) 
3rd—Philadelphia Co. (Pittsburgh, Pa.) 





wages, hours, benefit plans, 
product uses, etc.? 


Does company make stock- 
holder meetings attractive 
with film showings, etc.? 


Government: 


Do company officials keep 
in contact with local and na- 
tional representatives in home 
town ? 


If company is in opposition 
to a proposal, does it offer 
alternative rather than simply 
oppose measure? 
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— THE CAPITALABOR TEAM — 


Developments which have promoted, or promise to promote, mutual 
welfare of employees, employers and providers of capital tools. 


UNION ECONOMIC PROGRAM 


The new Confederated Unions of America, 
at its Milwaukee convention of over 200 dele- 
gates from independent labor organizations, 
went on record as strongly opposed to toler- 
ation of communistic, socialistic and racketeer- 
ing elements in labor circles. The Union, less 
than five years old, is designed to provide a 
central organization for unaffiliated local 
unions with more than 2,000,000 members, ac- 
cording to press reports. Action was also 
taken, by four-to-one vote, against changing 
Social Security provisions such as the pro- 
posal to reduce the age limit from 65 to 55 
years. 


NEW WEEKLY WAGE EARNERS 


The Southern California Forum, a new week- 
ly publication for wage earners, aimed at coun- 
teracting material of some strongly pro-labor 
papers, is being sponsored by the Merchants 
and Manufacturers Association of Los Angeles. 
The first issue, of four pages in newspaper 
format, features news stories of interest to 
workers and cites data such as proportion of 
factory wages paid to them, etc, Features for 
the entire family, such as cartoons, contests, 
and a women’s section are included. Mailings 
estimated near 100,000 are to names furnished 
by some sixty employers. 


INDUSTRY-WIDE PENSION AGEEMENT 


An employes’ benefit agreement covering 
joint employer-employe contributions to an in- 
dustry-wide pension fund, affecting 100,000 
union members, has been signed by the Na- 
tional Electrical Contractors Association and 
the International Brotherhood of Electrical 
Workers (AFL). 

The contract, including 2,000 contractors, 
provides $50 a month at 65. It is said to be 
“the first industry-wide pension agreement in 


the construction industry where traditionally 
workers are only intermittent employes of any 
one contractor.” 


Administration of the equal contributory 
plan is by joint control through a board of 
trustees consisting of seven named by con- 
tractors, seven by the union and one by the 
Secretary of Labor. 


MANAGEMENT-LABOR JOB SURVEY 


Agreements have been reached between the 
five steel-producing subsidiaries of United 
States Steel Corporation and the United Steel- 
workers of America on principles and pro- 
cedures in establishment of standard hourly 
wage scales and elimination of intra-plant wage 
rate inequities. 

These agreements resulted from a_ joint 
project, begun early in 1945 by U. S. Steel 
management and Union representatives and 
involved a survey and description of 25,000 
different steel mill jobs, and their classifica- 
tion into thirty general categories. 


WAGE INCENTIVES STUDY 


“Labor’s Attitude Toward Wage Incentives,” 
a new study, released by the National Indus- 
trial Conference Board indicates that unions 
differ substantially in their opinion of wage 
incentives. Both labor and management groups 
seem to agree basically on some recommenda- 
tions, such as: Obtain real agreement between 
management and labor before adopting or 
modifying an incentive plan; make incentive 
pay objectives proportional to the opportunity 
for accomplishment; administer the wage in- 
centive fairly by avoiding being swayed by 
accidental or temporary circumstances; and 
protect incentive systems against uncontrol- 
able losses of time, but do not pay for idle 
time. 
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KEY ROLES IN ESTATE ANALYSIS 


Functions of Attorney, Underwriter and Trustman 


Fourth in a Series 


HEMAN T. POWERS 
Powers System of Estate Analysis, Cleveland & New York 


HAT is the relation of Estate Analy- 

sis to the practice of law, to life under- 
writing and to the trust business? Exclud- 
ing the legal profession for the moment, es- 
tate analysis can be and in fact is frequent- 
ly used as a selling device. It is being used 
to obtain leverage for the sale of insurance 
and trust service but such a use requires 
no greater competence than is necessary to 
produce satisfactory results in terms of 
sales volume. 


Contrasted with this are the rapidly in- 
creasing numbers of trustmen, life under- 
writers and attorneys who are including es- 
tate analysis as an integral part of the serv- 
ice which they are rendering to their cli- 
ents. They believe that, since the efficacy of 
their services or recommendations depends 
upon their relation to the situation occur- 
ring after death, as well as the characteris- 
tics of the estate after it has passed through 
the critical period of probate, they have an 
obligation to the estate owner client to dis- 
close the adverse situations that may arise. 


The reader has doubtless had an estate 
owner tell him, with some degree of posi- 
tiveness and satisfaction, that his estate 
has been fixed up, or that he has had a new 
will drawn and his life insurance re-ar- 
ranged, or again that he has just made some 
gifts and that now everything is in good 
hape. Unfortunately, with but few excep- 
ns, he is meagerly, if at all, informed on 
tate matters. This is particularly true 
‘th regard to the factors that can affect 
‘e capital and productivity of this estate. 


+s O tno 
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He is therefore incapable of judging 
whether or not his objectives will be con- 
summated by his estate program. He is 
equally incapable of measuring the sound- 
ness of any procedure which has been rec- 
ommended to him. Because of this unfa- 
miliarity, the estate owner is dependent 
upon his advisors. The security of his wife 
and children will be affected in direct pro- 
portion to the soundness and completeness 
of their advice. 


Some “Horrible” Examples 


ECENTLY a New York resident died 

within a year after he had executed a 
new will. Approximately sixty percent of 
his holdings represented stock in a close 
corporation which he and his wife owned 
as joint tenants. The remainder of his 
property was placed in trust with a corpor- 
ate trustee. Since the New York law re- 
quires that succession taxes be apportioned 
among the taxable transfers, it was neces- 
sary for the widow to sell the stock of which 
she was joint owner, at a heavy sacrifice, 
in order to pay the taxes as apportioned to 
such property. An analysis of his estate 
would have brought this situation to light, 
a suitable provision to meet it could have 
been made, and a substantial loss in capital 
as well as in estate purchasing power would 
have been avoided. 


There is the case of “B.V.” in Indiana 
who created a testamentary trust, giving 
the income to his wife and dividing the re- 
mainder among his one son and two daugh- 
ters. At the expiration of the administra- 
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“In that eventuality life wouldn’t be worth 
living — but I would prefer it in one lump 
sum!” 





tion period, the sole asset in the hands of 
the trustee was the stock in the decedent’s 
corporation which under the terms of the 
will had been retained. After three years 
without earnings, the business was sold at a 
heavy loss in order to provide the widow 
with a steady but greatly reduced income. 
If an analysis of this estate had been made 
in terms of its post-probate purchasing 
power, it would have disclosed that under 
the deceased owner’s management, the cor- 
poration had operated at a deficit in four 
years of the preceding decade. On the basis 
of this information, it would have been 
clear that the income for the family 
would be so inadequate under similar condi- 
tions that conversion of this asset would be 
inevitable. 


B and C, fellow employees in a machine 
company, purchased it from the founder 
and operated it as co-partners. Because of 
the exceedingly high class of work turned 
out, they were given all the war work they 
could absorb. During this period they exe- 
cuted an option agreement for the sur- 
vivor’s purchase of the interest of the other 
in the event of death. Under the terms of 
the contract a cash payment in the amount 
of insurance carried on the life of the de- 
cedent was to be made by the survivor and 
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the difference was to be paid with five notes 
maturing serially every six months. One of 
the partners died and the survivor soon 
learned that after paying the income taxes 
on the entire income of the former partner- 
ship, he would lack approximately $5,000 
of the amount of the two notes maturing 
in the current year, and would have noth- 
ing from the business for himself and his 
family. He was compelled to liquidate the 
firm. An analysis of the estates of both 
partners would have disclosed this situation 
and the beneficiaries of the decedent as 
well as the survivor would have been spared 
the capital loss on the one hand, and the 
loss of a going business on the other. 


These are not isolated cases. Every year, 
yes, probably every day, capital losses are 
sustained and families are forced to make 
radical adjustments in their living st2n- 
dards, because of situations that could have 
been foreseen by analysis and partially or 
entirely avoided during the lifetime of the 
decedent. 


The Attorney and Estate Analysis 


NM attorney recently told the writer, 
“From time to time we have had a 
client, whose business was in difficulty and 
threatened with a possible receivership, 
seek our advice as to how some part, at 
least, of his invested capital could be con- 
served. We have sat down with him and 
hypothetically liquidated the business, de- 
veloped the potential problems in terms of 
their combined legal and economic aspects, 
and have worked out partial and in some 
instances, complete solutions. 


“We came to the conclusion, one day, 
that the estate of every individual who con- 
sults us with regard to his will or the crea- 
tion of a trust is headed for a receivership, 
the effect of which will be infinitely more 
serious because he who has created the es- 
tate will have passed on and those upon 
whom the responsibility for preventing 
losses will fall will be restricted by the laws 
governing the administration of estates and 
trusts. 


“Now” he said, “we suggest that we be 
allowed to subject the estate of such a client 
to a trial administration, explaining why 
and how it is to his advantage and will be 
to his heirs. We explain to him that it may 
possibly be found that there are other pro- 
cedures to be considered and implemented 
before we draft the will. As a result,” he 
went on to say, “we have ceased to be mere- 





ly draftsmen and instead are Estate Coun- 
sellors.” 


Further questions brought out the inter- 
esting fact that the time cost of the analy- 
sis was added to the fee for drafting the 
will and, despite the additional charge, his 
clients showed a greater appreciation of, 
and satisfaction with, this broader service 
than did those for whom he merely draft- 
ed an instrument. 


Just as diagnosis is an integral part of 
the practice of medicine, so should estate 
analysis, which in reality is a diagnosis, be 
a part and parcel of the planning and draft- 
ing of a will or trust or the consideration 
of any plan that will become operative at 
the death of the client. Is there not a moral 
obligation to one’s client and his dependents 
to employ the means necessary for measur- 
ing the potential contribution of the estate 
to their needs and to uncover the factors 
that will or may impair its usefulness to 
them? Does not he who is consulted with 
regard to an estate become an associate of 
such client in making adequate provision 
for his dependents, and is he not morally 
responsible for the errors of omission as 
well as those of commission? 


In the many contacts which it has been 
the writer’s good fortune to have with mem- 
bers of the bar, a wide divergence of 
opinion has been noted with respect to the 
ethics of an attorney in making an analy- 
sis of the estate of his client. Some hold 
that it is unethical because additional in- 
struments or more legal services result 
therefrom. Others take an opposite position. 
Without entering into a discussion of the 
professional ethics on which a layman is 
unqualified, suffice it to say that it is not 
a question of who makes the analysis, but 
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rather whether or not one should be made. 
It is, moreover, a question of whether or 
not the counsellor at law can give sounder 
advice or be more useful to his client with 
a thorough survey of the estate before him 
upon which to base his opinions. If the at- 
torney, for one reason or another, prefers 
not to analyze the estates of his clients, he 
can still make such a service available to: 
them by calling in qualified life underwrit-. 
ers or trust officers. 


Role of the Life Underwriter 


HE chief reason why the average indi- 

vidual hesitates to acquire more insur- 
ance is his belief that his other assets, com- 
bined with his insurance, will adequately 
provide for his family. He is usually in 
error because he — 

(a) measures the adequacy of his estate 
and insurance in terms of principal 
instead of purchasing power 

(b) measures its adequacy in terms of 
its present instead of post-probate- 
status 

(c) fails to measure the adequacy of its 
productivity in terms of the relation 
of persistent income to the actual 
requirements. 


Generally speaking, the income of the de-- 
pendents will be derived from two sources, 
namely, the insurance and the general prop- 
erty. Since the income from the former is 
determinable, because of the policy guar-- 
antees, the burden which the estate must 
carry is the difference between the esti-. 
mated amount required by the dependents to 
maintain a desired standard of living, and 
the determinable income from the proceeds. 
of the insurance. This burden will not fall 
upon the property as it is at present nor as 
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it will be at the moment the estate owner 
dies, for between that moment and the 
time when his beneficiaries succeed to the 
benefits of his estate, there is the critical 
period of probate during which debts, cost 
of administration, succession taxes, special 
bequests and reserves for contingent liabil- 
ities must be paid or provided for. 
Obviously, then, such burden will rest 

upon the post-probate estate. Since the ade- 
quacy or inadequacy of the general property 
will depend upon the character of the post- 
probate estate and since the policies mature 
as claims at the time of death with the in- 
come therefrom beginning at that time, 
even in programming, the policies should 
be coordinated with the post-probate estate 
instead of the property as it is at present. 
The life underwriter who employs estate 
analysis objectively ceases to be a life insur- 
ance salesman and instead becomes an un- 
derwriter in the truest sense of the word: 
an underwriter of needs which are factually 
disclosed by analysis. 

Function of Corporate Fiduciary 

F the three entities, i.e., the attorney, 

life underwriter and corporate fiduci- 


BOOKS 


and 


ENTIRE LIBRARIES 


purchased for cash 


APPRAISALS FOR ESTATE 
& TAX PURPOSES 


Dauber & Pine Bookshops, Ine. 
66 Fifth Avenue 
NEW YORK (11), N. Y. 
ALgonquin 4-7880 





TRUSTS and ESTATES—October 1946 


ary, the latter has the widest experience 
with estate situations and the problems in- 
cident to the administration of estates and 
the maintenance of adequate purchasing 
power. Therefore, the trust officer is in a 
position to render a far reaching service 
that touches the lives and well-being of 
the youngest remainderman of a trust. In 
the light of this, it would seem that the in- 
stitution which, in the natural course of ad- 
ministering estates and trusts, has dealt 
with a multiplicity of problems, many of 
which could have been prevented if known 
in advance, is under a strong obligation to 
submit the estate of a potential customer 
to a hypothetical administration to the end 
that such broad experience can be applied 
to correcting the possible unfavorable situa- 
tions uncovered by analysis. 


If, for example, the estate owner has 
property which the fiduciary in all prob- 
ability would deem undesirable as an es- 
tate asset because it would place the es- 
tate in jeopardy, or again, if the probabili- 
ties are unfavorable to the retention of a 
business interest, should not these and simi- 
lar matters, along with an appraisal of 
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their significance, be brought to the at- 
tention of the trust customer? 


Unfortunately, a fiduciary is too often 
criticized or placed on the defensive because 
of losses in principal or curtailments of in- 
come which are not attributable to the 
character of its management, but rather to 
the character of the assets or the terms of 
the instrument. The possibility of such un- 
justifiable criticism can be minimized by 
bringing the potential unfavorable situa- 
tions to light at a time when they can be 
corrected. 

Coordinated Effort 

P to this point we have very briefly 

discussed estate analysis in its rela- 
tion to the attorney, the underwriter and 
the corporate fiduciary. The obligation of 
each to the estate owner and his dependents 
has been emphasized as the chief considera- 
tion for its employment and attention has 
been called to the business or professional 
advantages that can result from its use. 
It is noteworthy that, regardless of who of 
the attorney, underwriter or corporate fi- 
duciary makes the analysis of an estate, 
the others are likely to benefit in that 
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(1) it properly creates a need for legal 
services which extends beyond the 
mere drafting of a will or trust 


it brings to light situations or prob- 
lems for which life insurance is the 
only solution 


(2) 


it discloses and emphasizes the need 
of competent and continuous man- 
agement. 


(3) 


In the light of this it is obvious that noth- 
ing but substantial benefits can inure to 
the family of the estate owner, the attor- 
ney, the underwriter and the corporate fi- 
duciary if the latter three, recognizing the 
value of each other’s contribution, collab- 
orate toward the common objective of im- 
proving the position of the estate benefi- 
ciaries. 


There is a wide difference between col- 
laboration and the threadbare term “co- 
operation.” Too often the latter is used to 
describe a reciprocal relationship of the’ — 
“T’ll scratch your back if you’ll scratch 
mine” character. Collaboration involves the 
type of relationship that exists between two 
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or more specialists who jointly apply their 
respective special knowledge and abilities. 
Obviously, the attorney, the underwriter 
and the fiduciary are not competitors unless 
one or all of them are jealous of their per- 
sonal prestige, in which event such com- 
petition is not only senseless but at the ex- 
pense of those who will profit or lose by the 
manner in which the estate is set up. 


To establish collaboration, the attorney, 
life underwriter and fiduciary must recog- 
nize and respect the professional field and 
the abilities of each of the others. It must 
be borne in mind that all estate situations 
result from the operation of some law and 
that all corrective procedures, to be effec- 
tive, must conform to law. Hence, the posi- 
tion of the attorney, not only as a specialist 
in law but as a counsellor, must be recog- 
nized by the underwriter and the fiduciary. 
The importance of his contribution to the 
analysis and planning can not be ignored. 


The fiduciary and the attorney must be- 
lieve in life insurance and must respect the 
capabilities of the life underwriter with re- 
gard to matters pertaining to life insurance 
and its application. The attorney and un- 
derwriter must recognize the importance of 
capitalizing on the broad experience of the 
corporate fiduciary with all types of estate 
problems, and likewise, the vital necessity 
of providing adequate management for the 
estate. 


Each must accept the philosophy that, re- 
gardless of who subjects the estate to an 
analysis, the counsel and contribution of 
the others are essential. Whenever this sort 
of relationship is established, it will be 
found that the demands for the services of 
all three, individually, as well as collective- 
ly, will be substantially increased, to the 
ultimate benefit of their common client. 
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Roosevelt Estate Appraised 
at. $1,821,887 


President Franklin D. Roosevelt left a gross 
estate of $1,821,887 and-a net of $1,085,486, 
according to a New York transfer tax appraisal 
filed last month in Surrogate’s Court in Pough- 
keepsie. The return showed that the President 
had received previously taxed property worth 
$920,115 from his mother’s estate. 


Assets included 85 issues of stocks and bonds 
valued at $353,855 (some were valueless), real 
estate $103,855, cash and bank accounts 
$197,548, and household and personal effects 
$105,208. Mr. Roosevelt’s famous stamp collec- 
tion, valued at $79,267 at the date of his death, 
brought $212,847 at auction. Bank stocks in- 
cluded Bank of New York, National City Bank, 
United States Trust Co., Federation Bank & 
Trust Co., Chase National Bank (all of New 
York), Bank of California, First National 
Bank and Merchants National Bank, both of 
Poughkeepsie. Government’ bonds _ totalled 
$65,075. 


The return also revealed that the President 
had in 1937 established a trust, appraised at 
$80,320, in which he reserved the income for 
life and a power of appointment over the prin- 
cipal. He had also created another trust with 
The New York Trust Co. for his four sons 
who received the income from the age of 21 
until they reached 30, at which time they re- 
ceived the principal, valued at $35,600. 


Although Mr. Roosevelt personally carried 
only $29,726 of life insurance, payable to his 
wife and daughter, he was insured for $562,143 
by the Georgia Warm Springs Foundation, the 
beneficiary under these 13 policies. 


Deductions included $99,494 commissions to 
the three individual executors, and $75,000 at- 
torney fees. The New York tax amounts to 
roughly $48,000; the Federal tax, although al- 
ready paid, was not disclosed. 
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PENSION PLANS FOR KEY MEN 


Employment Contracts Supplemented by Insurance Offer Advantages 
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HERE have been many employers who, 

while quickly admitting the desirability 
of a pension plan such as contemplated by 
Section 165 of the Internal Revenue Code, 
have come to the conclusion that such a 
plan would not meet the requirements of 
their particular business for any one or 
more of the following reasons: 


1. The company is not earning sufficient 
money to justify the expense. 


2. Due to the type of business, many of 
the employees leave in their early fif- 
ties. 

. Due to the peculiarity of employment 
and high rate of turnover it is prac- 
tically impossible to get a qualified 
plan which would properly care for the 
key employees. 

. The corporation believes that its pen- 
sion responsibility extends only to key 
personnel. 


. Due to the reading of the Code and 
the Regulations there is not sufficient 
flexibility in that any plan apparently 
would have to be maintained at least 
for the first few years. 


As a result of this kind of thinking em- 
ployers have been trying to find some sort 
of a pension plan for one, two or three of 
their key people which would meet the fol- 
lowing requirements: 

1. Give such employees an assurance of 

an adequate livelihood 
after reaching retire- 
ment age. 


2. Tie the employee to the 
corporation so that of- 
fers from competitive 
firms would not be soa at- 
tractive. 

3. Get reasonable tax cred- 
its for the cost of the re- 
tirement program. 


Popular Plan 


t yaa plan which has re- 
Jceived considerable 
thought 


and commendation 


PAUL F. MILLETT 


calls for the corporation employer to enter 
into a contract of employment which pro- 
vides (1) a guaranteed pension at age 65, 
assuming that the employee is still with the 
corporation, and (2) a monthly payment to 
the widow of the employee in the event of 
his premature death. 


This contract, of course, gives no current 
deductions to the corporation, nor does it 
involve the employee in any additional in- 
come tax. The corporation under the statute 
and regulations can deduct the payments 
when the employee does reach retirement 
age, assuming such pension requirements 
are reasonable and a necessary business ex- 
pense. Under this contract the employee be- 
comes a general creditor of the corporation 
upon reaching retirement age, in that no 
funds are divorced from the corporation 
for the purpose of fulfilling the contract, 
such as is done under a qualified pension 
plan. 

It might be well at this juncture to il- 
lustrate the comparative costs of a quali- 
fied pension plan and this employment con- 
tract, assuming that (1) the present cor- 
porate tax rate is maintained all during the 
period, and (2) the employee, John Doe, is 
45 years of age. 

If the corporation included John Doe in 
a qualified pension trust under which he 
would be entitled to a pension of $400 per 
month upon reaching age 65, the contribu- 
tion of the corporation for the 
benefit of John Doe would be 
approximately $2,800 per year 
for 20 years, or $56,000. 
Against this the corporation 
would have a tax credit of 
38%, or $21,280, with a re- 
sultant cost of $34,720. On 
the other hand, if the corpora- 
tion retires John Doe at 65 
without a qualified pension 
plan, but pays the $400 per 
month under the employment 
contract, the payments would 
be $4,800 a year, upon which 
they would get a credit of 
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38% or $1,824—a net cost per year of $2,- 
976. According to the American Experience 
Table of Mortality, John Doe should live for 
11.1 years. Thus the cost to the corporation 
would be $33,033. Thus, it will be seen that 
on the assumptions made, the cost is ap- 
proximately the same. 


By adding one feature to the private re- 
tirement plan it would appear that the costs 
could be substantially reduced. For exam- 
ple, suppose the corporation purchased 
$100,000 of paid up at age 65 insurance. 
The annual premium on this would be ap- 
proximately $4,000. Therefore, in twenty 
years the corporation would have paid in 
premiums approximately $80,000. This pol- 
icy would be owned by the corporation and 
the corporation would be the beneficiary. 
These premiums are not deductible. If this 
were done the corporation, of course, would 
have adequate funds on hand with which to 
pay any death benefits under the employ- 
ment contract. If John Doe should die the 
payments to his widow, assuming they were 
reasonable, would be deductible by the cor- 
poration. 

This insurance policy would have a cash 
value of approximately $72,000 at the time 
John Doe becomes 65. Assuming that the 
policy was issued upon a participating basis 
it would, when John Doe attains 65, pay a 
so-called dividend, which is in fact a refund 
of premium, of approximately $300 per 
year. This $300 would not be taxable income 
to the corporation,* and, if the policy were 
not terminated, could be used to reduce the 
corporation’s annual cost of retiring John 
Doe under the employment contract, making 
the net cost to the corporation $2,676, in- 
stead of $2,976. 


*Reg. 111, Sec. 
5680, V-1 CB 32. 


29.22(a)-12; O.D. 490, 2 CB 85; S.M. 
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Thus, in 11.1 years the corporation would 
now have a cost of $29,703. When John Doe 
dies the corporation would collect $100,000 
on the insurance policy, the premiums for 
which amounted to $80,000. This $20,000 
gain would come into the company coffers 
without being subject to income tax. By 
deducting this amount from the cost of 
$29,703, we find that the cost of the employ- 
ment contract providing for pension was 
$9,703 whereas a qualified pension plan for 
the benefit of the same individual would 
have cost the corporation $34,740. 


Other Factors Affecting Costs 


HERE are some features which have 

not been brought into this discussion, 
but which should be mentioned, as they may 
affect costs. 


1. Interest on the difference between the 
contribution under a qualified pension 
plan and the cost of the paid up at age 
65 insurance policy and the pension 
payments. 

. The employee might live beyond his 
expectancy. 

. The employee might die in the early 
years; thus the corporation would 
make a substantial nontaxable profit. 


. Under the pension plan, due to vesting, 
there may be some loss to the employ- 
er if the employee terminates his em- 
ployment, whereas under the em- 
ployee’s contract there would be no 
vesting. 

The proper weight which should be given 
to these factors and possibly others depends 
in a large measure on a practical viewpoint 
and on the facts of the particular case. 

It would seem desirable, now, to discuss 
the legal and tax aspects of the above state- 
ments. 
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Power of Corporation to Insure Key Em- 

ployee, Naming Itself Beneficiary 

T would appear that in substantially all 

of the states a corporation! has the pow- 
er as a matter of law to insure the life of a 
key employee. However, it should be noted 
that in some states the charter of the cor- 
poration, unless it originally contains the 
power to insure its employees, should be 
amended so to provide.” It has been held, 
however, that a general power in the char- 
ter to do any.and all things incident or ne- 
cessary to the conduct of its business and 
to do and perform any and all acts in fur- 
therance of its interests when not prohibit- 
ed by law is adequate to give a corporation 
power to insure the lives of its officers.* 


It is necessary for the corporation to 
have an insurable interest in the life of 
the officer or employee or else the contract 


U. S. v. Supplee-Biddle Hardware Co. 265 U.S. 189 
(1924); Mutual L. Ins. Co. v. Board, A & Co., 115 Va. 
836 (1914); Fletcher on Corporations (permanent Edi- 
tion) See. 2516. 

*Security Mutual Life Ins. Co. v. J. M. Schott & Sons 
Co., 30 Ohio C. C. 656 (1908), aff’d 83 Ohio St. 507 (1911). 

Harris v. H. C. Talton Wholesale Grocery Co., 11 La. 
App.331 (1929). 

‘U.S. v. Supplee-Biddle Hardware Co. 265 U.S. 189 
(1924); West End Savings Bank v. Goodwin, (Ala) 135 
So. 161 (1931); Rumsey v. New York L. Ins. Co., 25 
Haw. 141 (1919); Reilly v. Penn Mut. L. Ins. Co., 201 
Iowa 555 (1926); Alexander v. Griffith Brokerage Co., 
228 Mo. App.773 (1934); Wagner v. G. Gaudig & Blum 
Corp. 228 N. Y. Supp.139 (1928); American Trust Co. v. 
Life Ins. Co. 173 N. C. 558 (1917) ; Keckley v. Coshocton 
Glass Co. 86 Ohio St. 213 (1912); Murray v. Higgins, 300 
Pa. 341 (1930); Wurzburg v. New York L. Ins. Co., 140 
Tenn. 59 (1918); Mutual L. Ins. Co. v. Board, A & Co., 
115 Va. 836 (1914); May v. Rudell, 149 Wash. 393 (1928); 
McMullen v. St. Lucie County Bank, 128 Fla. 745 (1937); 
Chapman v. Libscomb-Ellis Co., 194 Ga. 640 (1942); Sin- 
clair Ref. Co. v. Long 139 Kan. 632 (1934); Sandlin v. 
Allen, 262 Ky. 355 (1936); First Columbus Nat. Bank v. 
D. S. Pate Lumber Co., 163 Miss. 691 (1932); Wagner v. 
National Engraving Co. 307 Ill. A. 509 (1940); C.f. Turn- 
er v. Davidson, 188 Ga. 736 (1939). 
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is a wagering contract and thus void. It has 
been generally held that a corporation has 
an insurable interest in the life of an offi- 
cer or an employee upon whose services the 
corporation depends for its prosperity and 
whose death will be a substantial loss to it.* 


Except in two States® all the courts which 
have passed on the question have held that 
the insurable interest need exist only on 
the date the insurance is taken out and the 
rights of the corporation are not altered by 
a subsequent change such as termination 
of services.® In North Carolina a statutory 
amendment may have effected a change in 
the case law on this subject.* 


Income Taxability of Proceeds 


W HERE a corporation purchases a life 
insurance contract on the life of an 
officer or key employee the proceeds of the 
policy when received by the corporation are 
not taxable income to the corporation. Sec. 
22 (b) (1) I.R.C. The Commissioner at one 
time thought that this section did not apply 
to corporations, but this was decided to the 
contrary by the Supreme Court.* 


It should be noted that Sec. 22 (b) (2) 
(A) provides in part: 
“In the case of a transfer for a valuable 


5See cases cited in Wagner v. National Engraving Co. 
307 Ill. A. 509, 513 (1940). Some courts that have adopt- 
ed this position on the question in the case of corporate 
key man insurance are Iowa, Alabama, Ohio, Tennessee, 
Washington, Georgia, Illinois, Missouri, Florida, Penn- 
sylvania, Kansas, Mississippi, Kentucky, Maryland, New 
Jersey, New York. 

®Victor v. Louise Cotton Mills, 148 N. C. 107 (1908). 
McBride v. Clayton, 166 S.W. (2) 125. (Texas, 1942). 

7American Trust Co. v. Life Ins. Co. 173 N. C. 558 
(1917). 

8U. S. v. Supplee-Biddle Hardware Co., 265 U.S. 189 
(1924); Northwood & Co. v. Com. 4 BTA 697 (1926) 
(Acq.). 
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consideration, by assignment or otherwise, 
of a life insurance, endowment, or annuity 
contract, or any interest therein, only the 
actual value of such consideration and the 
amount of the premiums and other sums 
subsequently paid by the transferee shall 
be exempt from taxation * * * The pre- 
ceding sentence shall not apply in the case 
of such a transfer if such contract or in- 
terest therein has a basis for determining 
gain or loss in the hands of a transferee, 
determined in whole or in part by reference 
to such basis of such contract or interest 
therein in the hands of the transferor.” 


Thus, there is considerable tax danger 
where policies have been transferred for a 
valuable consideration. However, it has been 
held that this section does not apply where 
the policy is transferred for a valuable con- 
sideration to the insured.® 


The last sentence in the above quotation 
was added by the 1942 Revenue Act. Prior 
to that time it was held that even a trans- 
fer in a tax free reorganization would not 
escape the impact of this section.!° The 
amendment was for the express purpose of 
excepting transfers in a tax-free reorgani- 
zation from the impact of this section.! It 
would further appear that a transfer to a 
controlled corporation would also be ex- 
cepted from the operation of this section, 
as the transferee’s basis is determined by 
reference to the basis of the transferor. 


(To be continued in the next issue) 


*I.T. 3212, 1938-2 CB 65. 

"King Plow Co. v. Com. 110 F (2) 649 
1940) ; Straud & Co. Inc. 45 BTA 862 (1941). 

"Senate Report 1631 on Revenue Bill 1942. 
558. 

“Cummings v. Com., 73 F (2) 477 (CCA Ist, 1934), 
May v. Com. 20 BTA 282 (1930); Golden v. Ccm. 113 F 
(2) 590; (CCA 3d), 1940); I. T. 2131, IV-1 CB 99. 


(CCA 5th, 


1942-2 CB 
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The first meeting of the Dallas Estate Coun- 
cil for the new year was held on September 
25. Attorney George Ray, formerly associated 
with the Board of Tax Appeals, the Tax Di- 
vision of the Department of Justice and the 
Treasury Department, was the guest speaker. 
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Bank Surveys 188 Pension Plans 


An additional 1,000,000 of the nation’s 
29,000,000 industrial workers have been cover- 
ed by new retirement plans during the last 27 
months, according to a survey made by Bank- 
ers Trust Company of New York. In this study 
carrying forward a survey made last year, the 
bank’s Pension Division analyzes 188 pension 
plans established by the nation’s largest indus- 
trial employers since January 1, 1944. The 
study embraces virtually all plans of im- 
portance adopted in this period and represents 
fifty-six major industries. 


According to the study, it is now almost the 
universal practice to finance pension plans 
through a pension trust or an insurance com- 
pany. All but four of the new plans are funded 
annually on an actuarial basis. Ninety-eight 
are trusteed with a bank or trust company, 
63 are financed under a group contract, 10 use 
individual insurance contracts, 10 use both 
pension trusts and insurance, three use a com- 
bination of group and individual contracts. 


The plans will provide pensions, including 
primary social security benefits, ranging on the 
average from 46 to 63 per cent of the average 
annual earnings of lower paid employees, and 
from 30 to 47 per cent of the average annual 
earnings of employees in higher pay brackets. 
Many of the new plans also provide disability 
benefits and permit employees to retire from 
five to ten years before normal age at a re- 
duced pension. 


In 100 plans the employer bears the entire 
cost of the plan. In the other 88 plans, the 
rate of employees’ contributions ranges on the 


average from 1.5 to three per cent on the first 


$3,000, and from two to five per cent on earn- 
ings in excess of $3,000. 


Under 42 plans, no vested rights in the em- 
ployers’ contribution accrue to employees until 
normal retirement age. Under 18 plans, em- 
ployees are given a full vested right after 
10 years of service or less. The most common 
requirements for vesting were found to be 
the attainment of the age 50 or 55 and the com- 
pletion of 15 or 20 years of service. 


A copy of this excellent study may be ob- 
tained by writing to the Pension Division, 
Bankers Trust Company, 16 Wall Street, New 
York 15. 








APPRAISERS & PUBLIC AUCTIONEERS 


Of 


Postage Stamp Collections 


Correspondence Invited from Executors of Estates 


VAHAN MOZIAN INC. 


Established 1901 


505 - 5th Ave., New York 17, N. Y. 
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HARRY WINSTON, INC. 
Estates 
Sidhe ail lista Mas 


* * * 


The firm of Harry Winston, Inc. has been for many 
years the foremost purchaser of jewel estates through- 
out the world. 


We offer the services of our experts who are especially 
qualified to appraise and purchase jewels of all types. 


REFERENCES: 


Commercial National Bank & Trust Co. 
46 Wall Street, New York City 


Manufacturers Trust Company 
513 Fifth Avenue, New York City 
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HARRY WINSTON, INC. 


New York Office: Los Angeles Office: 
7 East 5lst Street 601 Jewelry Trades Bldg. 
New York 22, N. Y. Los Angeles, California 
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FIDELITY-PHILADELPHIA 


Trust COMPANY 


Organized 1866 


Statement of Condition, September 30, 1946 


DIRECTORS 


LEDYARD HECKSCHER 
President 
Dumor Plastics, Inc. 
BENJAMIN RUSH 
Chairman of the Board 
Insurance Company of North 
America 


THOMAS D. M. CARDEZA 


LAWRENCE SAUNDERS 
President 
W. B. Saunders Company 


GEORGE WHARTON PEPPER 
Pepper, Bodine, Stokes & Schoch 


ROBERT DECHERT 
Barnes, Dechert, Price, ‘Smith 
& Clark 


MARSHALL S. MORGAN 
President 


PHILIP T. SHARPLES 
President 
The Sharples Corporation 


’. FINDLAY DOWNS 
President 
Day & Zimmermann, Inc. 


GEORGE L. RUSSELL, JR. 
President 
John B. Stetson Company 


JAMES H. ROBINS 
President 
American Pulley Company 


ADOLPH G.ROSENGARTEN, JR. 
Stradley, Ronon, Stevens and 
Young 


STANLEY W. COUSLEY 
Senior Vice-President 


FRANCIS J. CHESTERMAN 
Vice-President 
The Bell Telephone Company of 
Pennsylvania 


ORVILLE H. BULLITT 
Director 
Virginia Coal & Iron Company 


THOMAS 8. GATES 
Chairman 
University of Pernsylvania 


THOMAS B. K. RINGE 
Morgan, Lewis & Bockius 


MALCOLM ADAM 
Vice-President 
The Penn Mutual Life Insurance 
Company 


H. HOFFMAN DOLAN 


ASSETS 
Cash on Hand and due from Banks 


Loans 
Investments: 
U. S. Government Securities 
State, County and Municipal Securities 
Other Investments . 
Investment in Fidelity Building Corporation 
Mortgages .. . 
Real Estate Owned 
Vaults, Furniture and Fixtures 
Accrued Interest Receivable 
Prepaid Taxes and Expenses . 


Other Assets . 


LIABILITIES 


Capital 
Surplus a 
Undivided Profits 
Reserve for Contingencies, etc. 
Reserve for Interest, Taxes, etc. . 
Other Liabilities 
Deposits: 
United States Treasury 
Other Deposits 


. 11,705,443.70 


158,890,255. 16 


41,049,060.31 
52,889,893.04 


80,016,577.10 
5,206,222.88 
10,855,636.80 
5,037,423.84 
2,034,555.40 
220,006.11 
847,100.81 
718,229.06 
275,120.37 
75,769.57 

$ 197,225,595.29 


6,700,000.00 
13,300,000.00 
4,224,779.44 
1,382,944.96 


702,630.89 


319,541.14 


170,595,698.86 
$ 197,225,595.29 


United States Government obligations and other securities carried in the above 
statement are pledged to secure Government, State and Municipal deposits, 
Clearing House Exchanges, and for fiduciary purposes as required by law in the 


sum of $27,800,733.33. 


MARSHALL S. MORGAN, President 


135 SOUTH BROAD STREET, PHILADELPHIA 9 


Member Federal Deposit Insurance Corporation 


Member Federal Reserve System 
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CONNECTICUT BANK POLL 


sored by the banks in New Haven, 
Conn., indicates, first, that there is little un- 
derstanding and appreciation of banks’ 
services to their community, and, secondly, 
to a lesser extent, certain services are ex- 
pected that would be both ruinous and ille- 
gal. If these findings represent conditions 
throughout the entire State, a large public 
relations educational program is needed, 
especially since public opinion usually finds 
expression in legislation which, too fre- 
quently, brings up the question of the pros- 
pects for survival of our private banking 
system. 


De te public opinion survey spon- 


The physical conception of the impor- 
tance of sound financial community rela- 
tions in Connecticut was introduced at the 
end of last year by the Public Relations 
Conference* of the Connecticut Bankers 
Association at New Haven. Speakers at the 
Conference brought to light many pertinent 
failures by banks and other companies in 
developing community relations, according 
to the best interests of all and in a manner 
enabling all parties concerned to understand 
the importance of its accomplishment. 


Many principles were emphasized at the 
Conference; a few will serve as an example. 
Naturalness of banking and other execu- 
tives in their community contacts was their 
only sound starting point in developing the 
process whereby their employees, all other 
employees, — the entire community 
would be inclined to participate in any fur- 
ther attempts. From that point on, humility 
and human interest in their employees and 
customers would branch out in all direc- 
tions; business in general must follow 
through according to the present-day im- 
provement in public thinking and attitude. 


One of the most important steps along 
this line has grown out of the New Haven 
financial community survey, which has set 
the spark for launching a State-wide edu- 
cational program sponsored by the Connec- 
ticut Bankers Association operating 
through its Public Relations Committee. 


A large section of respondents was criti- 
cal on numerous points. Opinion was equally 
divided on the fairness of the practice of 
making checking account charges, and 


“Chairman Winthrop W. Spencer, presi- 
cent of the Colonial Trust Co., Waterbury. 


about two-thirds considered interest rates 
on savings accounts as too low. Only 7 per 
cent felt that banks are the best place to 
work; 47 per cent favored the telephone 
company; and 26 per cent manufacturing 
industries. Also, only about 7 per cent 
named the banks as having done the most 
to build up the City; 45 per cent named the 
manufacturing companies; and 15 per cent 
the telephone company. 


More than half of the respondents sup- 
posed that banks would handle estates or 
wills amounting to $5,000 or less; about 
two-thirds believed that the banks’ fees 
would be about the same or less than those 
of others performing similar functions; 
but only 16 per cent of respondents thought 
that they would select a bank to handle 
their estates. The number of people who 
would go to banks for financial advice is 
about equal to those who would select law- 
yers for the same reason. 


The essence of the survey’s findings is 
well conveyed in the general recommenda- 
tions of the New Haven local committee: 


“The commercial and savings banks of 
New Haven should follow a policy of broad- 
ening their services to the fullest possible 
extent, combined with a program designed 
to fully acquaint the public with the avail- 
ability of such services and with the part 
the banks have played and are playing in 
the life of the community.” 

The foregoing conclusion and the sta- 
tistical data supporting it was quickly tak- 
en up by the State’s Banking Association. 
Its Public Relations Committee is seeking 
enlistment of its member banks throughout 
the State to support a comprehensive edu- 
cational program. The letter announcing 
the campaign asks in the beginning, “Are 
you interested in what the public thinks 
about your bank?” It is added that the Pub- 
lic Relations Committee urges support of 
a State-wide public relations program, cost- 
ing an annual assessment of $25 per million 
of deposits for a period of two years. Many 
banks have already complied. 

The letter to member banks of the Asso- 
ciation (including a copy of the New Haven 
study) sums up by the statement that “Such 
a program would permit the use of pub- 
licity on a State-wide basis. A sound coop- 
erative advertising program should be pos- 
sible under the budget contemplated.” 





TRUSTS and ESTATES—Ocetober 1916 


Trust New Business Column 


Rotate Directors on Trust Committee: 


SURPRISINGLY large percentage of 
A trust banks are missing an opportunity 
for stimulating interest, acquiring new 
viewpoints and getting new business—by 
the simple expedient of bringing all their 
directors into intimate touch with the trust 
department. 


It is a known fact that the various fidu- 
ciary services are considered highly tech- 
nical and mysterious by all those not direct- 
ly associated with such work. It is also true 
that most adults shun or become unsympa- 
thetic to things beyond their range of ex- 
perience, particularly if they seem compli- 
cated. 

Support and sympathy of the manage- 
ment are prerequisites to successful trust 
operation and development. And one of the 
proven means of attaining these attitudes 
is provided by one or more rotating mem- 
berships on the trust committee. We know 
of many trust institutions which have fol- 
lowed this practice, of none which have 
abandoned it, and the idea is being intro- 
duced into more and more banks. 


Apparently there must be a continuing 
corps of “regulars”, directors of key qualifi- 
cations in business management, invest- 
ment experience, legal and insurance affairs 
—and economic knowledge whenever that 
is available. But on any trust committee of 
more than three members there is room for 
one or several more director members who 


Illustration in Continental Bank’s ad 
cited in text. 


may serve anywhere from a month to a 
year. This infusion of new blood has a dual 
advantage: bringing added experience to 
the reviews and decisions (and usually new 
business), and creating wider understand- 
ing of trust problems and advantages. 


It is one thing for a director, unfamiliar 
with trust department affairs, to make his 
decisions as to budget and new business 
when his only contact is through operating 
figures. It is something else when the di- 
rector appreciates, from first hand contact 
with the trust officers and their accounts, 
the great human service that the fiduciary 
position involves. 


And how many times we have heard di- 
rectors say, after serving on the trust com- 
mittee, “I never knew what fine work those 
trustmen do, what a fine thing it is to have 
good trust service available to our. custom- 
ers and our community; I’m sold; I’ve 
talked over my own affairs with the trust 
officer and appointed the bank to handle my 
estate, beginning right now with a living 
trust.” That is not fantasy—it’s fact and 
good business. And they have both told and 
sold many of their friends. 


New Business Notes: 


Insurance-trust cooperation: — Connecti- 
cut General Life Insurance Company has 
reproduced in a folder the series of adver- 
tisements it is running each month in 
Trusts and Estates on the theme of cooper- 
ation between its underwriters and trust 
officers. The Financial Ad-ertisers Associa- 
tion enclosed copies with a recent special 
bulletin to members. 


Ads in booklet jyorm:—Another instance 
of the growing trend of gathering a series 
of advertisements into a booklet is a folder 
put out by San Diego Trust & Savings Bank, 
reprinting four ads on “The Living Trust.” 
The Continental Bank-& Trust Company of 
New York has just coilected into an attrac- 
tive brochure a series of promotional pieces 
titled “Alice in Trustland”, copies of which 
were offered in newspaper advertisements. 


Forum discussions :— In what is kelieved 
to be the first effort of its kind in the South- 
west, the Mercantile National Bank of Dal- 
las is holding on four successive Thursdays 
this month a series of public forum discus- 
sions on estates and trusts. Trust officer 





Clarence Sample has sent us a copy of the 
four-page, printed folder announcement 
mailed to customers and prospects; it is an 
R.S.V.P. affair, admission being by ticket 
only in view of the limited seating capacity 
(160) of the bank’s auditorium. The meet- 
ings will be addressed by “outside” authori- 
ties. 

Service for the masses: I. I. Sperling, 
assistant vice president of The Cleveland 
Trust Company, has an article in the Au- 
gust 9th issue of Printers Ink, describing 
how the common trust fund has enabled 
banks to sell to the masses a service de- 
signed for the rich. He points out the limi- 
tations which have been placed on the type 
of advertising used in connection with such 
funds. 

Trust training course:—Allen Crawford, 
vice president of Bankers Trust Company 
of Detroit, addressed the representatives of 
eight Eastern banks attending the two- 
weeks’ classroom session opening the Ken- 
nedy Sinclaire “Personalized Program of 
Modern Estate Planning.” His subject was 
cooperation between trust departments and 
attorneys. The Program, running a year, 
gives trustmen training in estate analysis 
and planning, as well as salesmanship. The 
session last month was preliminary to work 
in the field. 


Press relations: Cordial relations be- 
tween trust companies and the local press 
apparently underlay the recent newspaper 
item reporting the probate of the will of 
Robert Strickland, late president of the 
Trust Company of Georgia, Atlanta. Citing 
the appointment of the Trust Company as 
executor and trustee, the story went on to 
say that Mr. Strickland had “stipulated 
that he had not named his wife as either 
executor or trustee because of his desire to 
relieve Mrs. Strickland of the burdens and 
responsibilities incident to the manage- 
ment of an estate.” 


A new series of newspaper advertisements, 
a booklet, and a series of folders and a new 
card display service to stimulate interest about 
trust services have been made available to 
trust institutions in the United States by the 
Advertising Department of the American 
Bankers Association, according to John B. 
Mack, Jr., deputy manager in charge of the 
Advertising Department. The booklet, designed 
for distribution to prospective customer mail- 
ing lists as well as to commercial department 
customers, explains in non-technical language 
the complete range of personal trust services. 

Supplementing the booklet, or for use separ- 
ately, are six folders which cover important 
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trust topics. Some of the folders contain pages 
that invite the reader to jot down pertinent 
facts about his own estate; others stimulate the 
reader to think about trust services he can use 
to advantage. 


The new series of 12 newspaper advertise- 
ments is in cartoon style with silhouette illus- 
trations with copy in conversational balloons, 
and is available to the individual trust institu- 
tion in two mat sizes. 

The new trust message service includes an 
attractive plastic card holder. 


———0 


F. A. A. Meets 


As we go to press with this issue, the Finan- 
cial Advertisers Association is holding its 
31st annual convention in San Francisco, This 
marks the first time that the meeting has been 
held on the Coast. 


The advance program of the Trust Develop- 
ment Departments, as arranged by Program 
Chairman H. L. Flynn of Cleveland Trust Co., 
presages some highly interesting sessions. A 
local lawyer will tell what he thinks about 
trust companies. This will be followed by a 
report by John L. Chapman, of City National 
Bank & Trust Co., Chicago, on his conferences 
with the American Bar Association’s Commit- 
tee on Unauthorized Practice of the Law. 


A comparison of trust development methods 
of the East and West featured the second day’s 
session, together with a description of a school 
for trust customers. The final meeting will be 
given over to a four-man panel who will de- 
scribe the development and presentation of 
various types of estate plans. 


To the extent that these discussions are in 


writing, we shall report them in the next 
issue. 


pension 
and profit - 
sharing plans 


Write for Article 
“22 FALLACIES” 


PENSION PLANNING 
COMPANY 
Actuaries & Consultants 


MEYER M. GOLDSTEIN, C. L. U. 


Director 


527 Fifth Avenue, New York 17 
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Where There’s A Will... 


EORGE WASHINGTON HILL, presi- 

dent of the American Tobacco Co. and 
one of the country’s highest paid corpora- 
tion executives, bequeathed his personal 
effects to his wife with a request that she 
make gifts during her lifetime of items of 
sentimental value to his daughter and two 
sons. To his son George, Mr. Hill left a 
legacy of $25,000, while the other, Perci- 
val, receives certain mortgages. The rest 
of the estate is to be divided into three 
parts. One part goes to Mrs. Hill outright. 
Another is to be held in trust for the daugh- 
ter’s benefit, the principal on her death to 
go to such persons as she appoints by her 
will. Mr. Hill provided that the third part 
should go outright to Percival if her were 
35 years of age at the time of his death; 
otherwise, only one-third of this share was 
to go to him outright, with the rest to be 
held in trust for him until that time. 


Guaranty Trust Company of New York is 
named co-executor and co-trustee with Mrs. 
Hill and Percival. 

* 


AMES WARD THORNE, formerly di- 

rector of Montgomery Ward & Co., left 
an estate estimated at $1,000,000. His will 
provides for the following bequests: $25,- 
000 each to a hospital and his secretary, 
$10,000 to his chauffeur, $5,000 to each 
household servant and other chauffeur who 
has been in his employ 10 years or more, 
and $1,000 to each household servant who 
has been in his employ for five years and 
less than ten. The rest of the estate is dis- 
posed of as follows: 5% shall be distributed 
by the executor to such charity or charities 
and in such amounts as is determined and 
directed by Mrs. Thorne; 5% each to his 
two sons; 15% to Mrs. Thorne; the remain- 
ing 70% in five separate trusts: two of 5% 
each for two granddaughters, two of 15% 
each for his two sons, and one of 30% for 
Mrs. Thorne. The First National Bank of 
Chicago is appointed executor and trustee. 


OUIS HOOD, former prosecutor for Es- 
sex County (N.J.) and senior member 
of a leading law firm, bequeathed $25,000 
to his secretary, $5,000 each to his chauf- 
feur and a housemaid, and $2,000 to another 
domestic. He directed his executors — Fi- 
delity Union Trust Company of Newark, 
a niece and the secretary — to purchase an 
annuity policy in an amount sufficient to 
pay his nurse $600 a year for life. She is 
given the option, exercisable within six 
months of Mr. Hood’s death, to take the 
lump sum cash equivalent in lieu of the an- 
nuity. The residue of the estate is left in 
trust — the executors are also named as 
trustees — to pay the income to Mr. Hood’s 
sister, with so much of the principal as is 
necessary to provide her with $10,000 a 
year. Upon her death, the remaining prin- 
cipal is divided among a number of nieces. 
The trustees are required to invest in legal 
securities; “the controlling consideration 
shall be the safety of the corpus irrespec- 
tive of income returns.” 
* * * 
OTHER APPOINTMENTS: 

Commonwealth Trust Co., Pittsburgh: 
co-executor and co-trustee, Lela H. Ed- 
wards, widely known trotting horse breed- 
er and owner. 

City National Bank and Trust Co., Chi- 
cago: executor, Ellmore C. Patterson, for- 
merly vice president and general manager 
of Collier’s. 

First National Bank 
(Mass.): executor, Ray Stannard 
biographer of Woodrow Wilson. 

Trust Company of Georgia, Atlanta: 
executor and trustee, Robert Strickland, 
president of the trust company and former 
vice president of the American Bankers 
Assn. 

Title Guarantee & Trust Co., Birming- 
ham: co-executor, Herbert C. Ryding, re- 
tired president of Tennessee Coal, Iron & 
Railroad Co. 


of Amherst 
Baker, 


COMPLETE TRUST- SERVICE IN GEORGIA 


through eleven offices in six cities 
THE CITIZENS & SOUTHERN NATIONAL BANK 
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Stamp collections, accumulations, or old envelopes 
may represent a considerable amount of money. 


% You can sell these directly to the world’s 
leading wholesale stamp firm, appraisers 
and auctioneers. 


¥% You can sell these at the top market 
price and receive the full amount in im- 
mediate cash. 


%*% A special service is available to banks 
and their clients, institutions and estates. 
There are no brokerage fees or charges 
for appraisals or advice. 


_ Just to be sure .... Always check old stamps or 
collections however small the value may seem. 


Your CORRESPONDENCE AND INQUIRIES ARE INVITED 


J. & H. STOLOW 
50 West 46th Street New York 19, N. Y. 
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America finds 4 new, easy way 10 save 


OQ” or the war has come a great 
lesson in thrift—the success 
of the Payroll Savings Plan. 


Under this Plan, during the war, 
millions of wage earners set aside 
billions of dollars for War Bonds 
through “painless” weekly pay 
deductions. 


Under it today, millions more 
continue to use its easy deductions 
to buy U. S. Savings Bonds. . . to 
put away the money for new 
homes, new cars, new appliances. 


SuGGEstIon: Why not let this new, 
easy way to save help you save too? 


SAVINGS AND INTEREST ACCUMULATED 
Weekly 
Savings 


$2,163.45 
3,607.54 
4,329.02 
5,416.97 
7,217.20 
8,660.42 
10,828.74 _ 


Savings chart. Plan above shows how even Out of pay— into nest eggs! A wage earner can 
modest weekly savings can grow big. Moral: choose his own figure, have it deducted regularly 
Join your Payroll Savings Plan next payday. from earnings under Payroll Savings Plan. 


SAVE THE EASY WAY... 
BUY YOUR BONDS THROUGH PAYROLL SAVINGS 


Contributed by this magazine in co-operation 
with the Magazine Publishers of America as a public service. 





CHANGING STYLES IN STOCKS 


Market Behavior can be Used to Advantage 


RAY MORRIS 


A partner of the banking firm of Brown Brothers, Harriman & Co., 
Mr. Morris has been identified with the Vassar College Finance Committee, 
principally as its chairman, for the last twenty years. He is now on a 
business trip abroad. — Editor’s Note. 


O meet the condition presented by the 

low interest rates on fixed-income se- 
curities and by the shrinking purchasing 
power of the dollar, managers of trusteed 
and endowment funds have in recent years 
turned increasingly to the use of common 
stocks. A recent review! of the distribution 
of various types of investments of a group 
of colleges with endowment investments 
averaging over $15 million dollars, showed 
common stocks as to be 22.0 per cent of the 
total in 1938, and 25.2 per cent in 1945. In 
1926 the proportion was less than ten per 
cent. 

This change in investment policy rested 
on at least two quite different theories; one 
that the current return on common stocks, 
as of a given date, is likely to be higher than 
the current return on high-grade bonds at 
the same date. The other concept is that 
common stocks, representing the remainder 
of corporate assets after fixed prior claims, 
have a flexibility which can mitigate the 
influences of inflation. The explanation is 
that, at a time of rising costs, there are 
also rising prices and that common stocks 
can adjust themselves, sooner or later, to 
the buying power of the dollar, whereas 
fixed-income securities cannot. 


Ability to Adjust Limited 
IKE most generalizations, this one. is 


subject to limiting factors. One of 
these, still somewhat clouded by uncertain- 


1J. Harvey Cain, The Exchange, July 
1946, p. 5. 
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ties in government regulations, lies in the 
policy of controls to make corporations ab- 
sorb increased wage costs before price re- 
lief is given. A second is that in periods of 
rampant inflation, the increasing cost of 
inventories and the increasing cost of doing 
business, has often had a destructive effect 
on the corporations’ working capital, be- 
cause of the time lag between payments of 
expenses and return of these costs in the 
sale of finished products. 


Another factor is the innate American 
tendency to over-produce. American indus- 
try, intensely competitive, saves in costs 
wherever possible by mass production meth- 
ods. The ability to produce cheaply under 
conditions of mass production has period- 
ically resulted in glutted markets and ex- 
ceedingly narrow profit margins. The tex- 
tile industry, the sugar industry, and the 
bituminous coal industry have, in the past, 
afforded rather striking examples of the 
consequences of overproduction and of bene- 
fits to the consumer at the expense of the 
producer. 


Market Timing 


FACTOR, not less important but often 

overlooked, is that of market timing in 
making common stock purchases. Stocks 
bought in periods of low markets show fa- 
vorable price comparisons. This is elemen- 
tary — yet, the violence of price movements 
is forgotten anew in each recurring bull 
and bear market. As an example, in three 
recent periods when a bull market was fol- 





lowed by a pronounced bear market, which 
is usual, the following table shows the per- 
formance of three stocks selected in each pe- 
riod as representing stocks highly regarded 
‘ by the market at that time: 
1936-1938 Period 

High Low 
General Motors 25% 
U. S. Steel entities ee ae 38 
du Pont 90% 


1929-1932 Period 


Oe ee a a BRE 22 
Corn Products Refining _.... 126% 24% 
Westinghouse Elec. & Mfg. _ 284 52% 
1907-1908 Period 
General Electric _ 163 8914 
oo 2 "a 39 
American Car & Foundry _. 45% 243% 
Everybody remembers the violence of the 
downward swing between 1929 and 1932, 
but often forgotten is the wide range be- 
tween 1936 and 1938. The one between 1907 
and 1908, was also very violent. 


Thus an institution, or an _ individual, 
buying common stocks in one of the recur- 
ring periods of market optimism, has some- 
times had to wait many years in order to 
come out at the original cost level. Most 
purchases made in 1929 are still a long 
way from the purchase price, and in the 
early 1930s most investors had a consider- 
able depreciation in their portfolios. 


Cautions on Growth Theory 


£ lyeeng is a certain validity in the view- 
point expressed by some trustees that 
common stocks when bought should be held 
— conditions of trust permitting — “to 
grow up with the country.” Where the qual- 
ity is good and the selection wise, corporate 
growth of industrial companies tends to off- 
set badly timed market purchases. This 
growth factor, which was so important in 
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the past, may be influenced adversely in the 
future by federal and state tax policies ef- 
fecting corporate income, and by the ability 
of a powerful union labor movement to ab- 
sorb a greater share of corporate savings 
and dividends. 


The old rule that sound and well-managed 
industrial companies should divide perhaps 
two-thirds of their earnings and plow back 
the other third into the business is now of 
uncertain validity. Another limiting factor 
affecting a “buy and hold” policy is the im- 
portant one of style changes in industry. 
The market leaders of one generation are 
seldom the market leaders of the next. 
Many investors can remember when indus- 
trial stocks were regarded as barely re- 
spectable; the whole market leadership was 
in the rails. During most of the 1930s, how- 
ever, this condition was exactly reversed. 

The rail stocks were the market leaders 
in 1896, the first year of returning op- 
timism after the 1893 panic. They well il- 
lustrate the tendency to change, which is 
characteristic of most corporate situations 
over a long term of years. The argument for 
rail stocks at the time was that the country 
was growing rapidly, and that any existing 
volume of traffic on a given carrier should 
increase as the territory developed. 


This made a lot of sense, but it overlooked 
two things. One of these, the lesser in im- 
portance, was that railroads had gotten 
themselves politically unpopular and came 
in for severe restrictive legislation. The 
other, and far more important, was the to- 
tally unexpected growth of automotive com- 
petition. An acute observer in 1896 might 
have predicted that the first of these two 
sources of difficulties would affect the car- 
riers, but he could hardly have been expect- 
ed to realize what the automobile and motor 
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truck would do to the industry, or to foresee 
future air carrier competition. 


Suggests a “Formula” Plan 


OMMON stocks as investments do have 

a place in the trusteed and endowment 
portfolio. They have a power of recovery 
from management trouble, from industry 
change, from the effect of war, or adverse 
government action. But as common stocks 
never become due and payable at a given 
maturity date, they may outlive their in- 
dustries. Therefore, a device which will 
force, or at least create strong and automat- 
ic pressure for the sale of some part of 
stocks when prices are high, and prompt 
the purchase of shares when prices are low, 
appears desirable. The “formula plan” is 
one method that has been used and can be 
adapted to portfolio requirements. 


At least two types of “formula” plans 
have been given careful experimentation in 
recent years. The plan in use at Yale Uni- 
versity rests on the principle of reducing 
stocks when their aggregate values rise 
above a predetermined percentage of the 
value of the whole portfolio, and of increas- 
ing holdings when their percentage value 
falls below a certain relation to the total 
fund. 


The Vassar College plan constructs a me- 
dian line, which represents ten years’ mar- 
ket performance. Stocks are sold at certain 
percentage points above that median. The 
Vassar Finance Committee recognized that 
this formula would get them out of common 
stocks too soon in a market like 1929, and 
get them in too soon in a market like 1932. 
This seemed preferable to the more custom- 
ary procedure of buying at high prices 
when conditions are good and selling at low 
prices when conditions are unfavorable. 
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Double Advantage 


LANS constructed around either of the 

above formulas have the double advan- 
tage of utilizing the profit-making capabili- 
ties of common stocks and of lessening the 
danger of being caught with a non-matur- 
ing security in an obsolescent industry. Un- 
der such plans the list is freshened every 
time the high tide floats the common stocks 
out of the list, and a new selection of stocks 
comes in with the next low tide. 


Trustees and members of investment 
committees are quite able to get good re- 
sults without any plan, but they frequently 
disagree on whether or when to act, or both. 
An automatic, or semi-automatic plan that 
readjusts at least a portion of the common 
stock portfolio under certain stipulated con- 
ditions has proven helpful in combating the 
infection of bull and bear markets alike. 


The low interest rates of recent years 
have, without doubt, accelerated the institu- 
tional use of common stocks. Correctly used 
and recognized for what they are — sources 
of earning power and profit, but subject to 
wide fluctuations and having no maturity 
date — they can be most useful. Be mind- 
ful too, as one college investing officer re- 
cently remarked, “When you invest primar- 
ily for income, you are apt to end up with 
less of it!” 


Real Estate Slow-Down 


Growing buyer resistance to real estate 
prices and a definite slowdown in sales of 
homes were reported in an Associated Press 
survey of 13 major cities. Only Washington 
and San Francisco reported that the boom con- 
tinued unabated. Nine cities reported buyer re- 
sistance had developed in one form or another, 
especially against prices of $20,000 and up. 
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OUTLOOK FOR INTEREST RATES 
Management of Public Debt Calls for No Reduction in Taxes 


JOHN W. SNYDER 
Secretary of the Treasury 


HE Federal Government in the present 

economic environment, should direct 
its primary effort to achieving a balanced 
budget. Better yet, it should strive to 
achieve a substantial surplus of taxes over 
expenditures to apply to debt reduction. 


Early in August, the President released 
revised budget estimates for the fiscal year 
1947, estimating the budget deficit at $1,- 
900,000,000. However, because there are 
certain non-cash expenditures included in 
the budget, the Government, in current cash 
transactions, will take in more money this 
year than it will spend. 


Early Expense Reduction Unlikely 

NE of the larger areas of Government 

expenditures is -that composed of in- 
terest on the public debt, refunds of taxes, 
and veterans’ benefits. Expenditures for 


these purposes are estimated at $13,000,- 
000,000 this year. This is made up of $5,- 


From address at American Bankers As- 
sociation Convention, Sept. 24. 





000,000,000 of interest on the public debt, 
$6,200,000,000 of veterans’ benefits, and 
$1,900,000,000 of tax refunds. There is lit- 
tle prospect of any substantial reduction in 
these expenditures since they represent 
commitments already made in accordance 
with Congressional mandates. 


Expenditures for international finance 
are estimated at $4,200,000,000. These ex- 
penditures are investments for the most 
part, but the figure does not make any al- 
lowance for future repayments and recov- 
eries. International finance represents 
about 10% of total expenditures. 


The new estimate for national defense for 
this fiscal year is $18,500,000,000 in a total 
budget of $41,500,000,000. The January 
budget estimate was about $15,000,000,000. 
There are two principal reasons for the in- 
crease. One is the payment of terminal leave 
to enlisted men — amounting to nearly $2,- 
500,000,000 — most of which will be paid 
in terminal leave bonds. The other amounts 
to more than $500,000,000 for the increase 
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in pay of the Armed Forces provided for in 
legislation recently enacted. 
Must Retain Present Taxes 

AX collections continue to run at a 

high level. As a result of the rapid re- 
conversion from war to peacetime produc- 
tion, our net receipts in this fiscal year are 
estimated at almost $40,000,000,000, or 
about $7,000,000,000 less than the peak col- 
lections reached during the war. 

The maintenance of the present level of 
taxes has served to reduce the deficit sharp- 
ly. I believe that for our common good our 
present tax levels must be maintained for 
some time. This is inescapable if we are to 
achieve a balanced budget and a surplus to 
be used to reduce the public debt. It is pure 
fantasy to talk of tax reduction and debt 
reduction in the same breath. 

The public debt and its economic manage- 
ment are of vital significance to banks—and 
other investors, too — because Government 
securities are now one of their largest as- 
set items. 

Distribution of Debt 
IFTY-FIVE per cent of the total as- 
sets of all insured commercial banks 

are in United States securities. For mutual 
savings banks, Federal securities consti- 
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tute nearly two-thirds of all assets; and for 
insurance companies, the ratio is almost 
one-half. 


For non-financial corporations, about one- 
half of their liquid assets consists of Fed- 
eral securities. Individuals hold twice as 
many as all life insurance companies and 
mutual savings banks combined. So the 
management of the public debt involves 
many issues. 


One aspect of public debt management 
which is frequently discussed has to do with 
the size of the short-term debt. The distri- 
bution of the debt by maturity classes is 
primarily a function of the distribution of 
ownership — that is to say, securities are 
tailored to the needs of the various investor 
classes as much as possible. 


Thus, short-term securities go to the 
banks and to business organizations. Almost 
half of the bank holdings of securities are 
due or callable in less than one year. Four- 
fifths of United States Government security 
holdings of non-financial corporations are 
either presentable on demand or fall due 
within one year. 


In contrast, longer-term securities are de- 
signed for long-term savings investors, 
such as insurance companies, savings 
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banks, and individuals. Three-fourths of the 
Federal securities held by insurance com- 
panies and savings banks are not due or 
callable for more than 10 years. 


Adapted to Investor Needs 
M ORE than two-thirds of United States 
securities held by individuals are sav- 
ings bonds, which were designed to avoid 
the risks of market fluctuations which 
proved so disastrous to the small holder of 
bonds after World War I. 

Accordingly, this tailoring of securities 
to meet investors’ needs sets the maturity 
structure almost automatically; and has re- 
sulted in a substantial volume of short-term 
securities. The same idea was followed by 
the British and Canadian governments in 
their war financing. (See chart on p. 362.) 

From February 28 through September 1, 
the Treasury reduced the public debt by 
about $14,000,000,000 as a result of the 
heavy payoffs made on short term maturi- 
ties of marketable securities each month. 

Preliminary figures indicate that com- 
mercial banks and Federal Reserve Banks 
reduced their holdings of Federal securities 
by about seven-eights of the total debt re- 
duction during the period. This is an exam- 


| 
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ple of public debt management tied in to 
the fiscal program of the Government with 
the objective of aiding the control of inflia- 
tionary forces. 

Sales of savings bonds this fiscal year will 
be about $8,000,000,000 at the present rate. 


No Purpose in Increasing Rates 


T is sometimes urged that higher inter- 
est rates would aid in the control of in- 
flationary forces. 


For the present no anti-inflationary pur- 
pose would be served by increasing interest 
rates, because it would interfere with the 
stability of the Government bond market 
and would introduce uncertainties, which 
themselves might contribute to inflation. 


The immediate effect of higher interest 
rates might very well be to increase, rather 
than to decrease, the volume of currency 
and deposits, because the typical investor’s 
reaction to the higher rates might be “wait 
and see,” rather than “run and invest.” 

The stability of the Government bond 
market contributes to the confidence of the 
public in the credit of the United States 
and in the enduring stability of the curren- 
cy. We must not impair this confidence. 


Diteendtonal 
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A Dividend was declared by the Board of 


Directors on September 5, 1946, as follows: 
4% Cumulative Preferred Stock 
18th Consecutive 
Regular Quarterly Dividend 
of One Dollar ($1.00) per share. 


Payable September 30, 1946, to stockholders 
of record at the close of business September 
20, 1946. Checks will be mailed. 

Robert P. Resch 
Vice President and Treasurer 
* 
MINING AND- MANUFACTURING 
PHOSPHATE+* POTASH > FERTILIZER e CHEMICALS 
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When Is a “bull or bear” Market? 


The level of values in free markets rare- 
ly, if ever, remains constant. The reason 
for changes on individual items can often 
be traced to some known circumstance or 
technicality. But the broad sweeps that 
have an effect all across a market are less 
easy, if possible, to identify or anticipate. 

When and why “bull and bear” markets 
in equities begin or end is a foremost riddle 
of our time. Methods devised for solution 
are widely varied and usually are highly 
technical and difficult of interpretation. 

Out of the number of methods for fore- 
casting general changes one has. recently 
emerged which is sensible and _ logical 
enough to make it of widespread interest. 
Shields and Company believe they have 
found a reliable guide in forecasting a re- 
versal in the upward trend of both the un- 
derwriting and listed markets. They believe 
that when new offerings can be distributed 
only at lowered prices, while the general 
stock market averages continue to advance, 
a danger signal has been hoisted; and, when 
underwriting houses can no longer distri- 
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bute new issues, it is time to stop, look and 


- listen. 


The basic principle behind this forecast- 
ing method is very simple. The final stage 
of a bull market has always brought a 
large number of new issues of securities 
because (1) the high level of business ac- 
tivity prompts the raising of new capital to 
finance the high volume of business, and 
(2) the high level of stock prices motivates 
owners of private businesses and other 
large stockholders to let go part or all of 
their equity interest. So long as these dis- 
tributions can be readily made and their 
market prices continue to advance, the pub- 
lic’s appetite apparently has not been satis- 
fied, so a bull market is still in progress. 


This theory is expressed in the Shields 
New Issue Index, the originators of which 
assert that if the theory is valid, it has the 
advantages of (1) giving a signal which 
may be easily read, and of (2) forecasting 
promptly a coming trend change without a 
time lag which may only register hindsight. 
An interesting discussion of the theory is 
given in their booklet, the Shields Index. 
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Stock Holdings of Life Companies 
Over Billion 


Life insurance holdings of stocks went over 
the billion mark near the middle of this year. 
A report by the Institute of Life Insurance 
shows that at the end of July they held $1,018 
million of stocks against $770 million one year 
earlier. 

Analysis of June 30 reports of 90 per cent 
of the $997 million of stocks held at that time, 
shows that 82 per cent were preferred stocks 
and 18 per cent common stocks. The common 


Insurance Company Investment Classifications: 


July 31 July 31 
1946 1945 
$21,559 $18,630 
2,735 2,785 
5,213 5,201 
2,260 2,004 
1,018 770 

622 821 
1,591 1,386 
788 782 
1,321 1,430 
4,607 4,423 


U. S. Gov. Securities 
Railroad Bonds 

Public Utility Bonds 
Indust. and Misc. Bonds __ 
Stocks 

State, County, Mun. Bonds 
All Foreign Securities __ 
Farm Mortgages 

FHA Mortgages 

Other Mortgages 


$41,714 $38,232 
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stocks in some cases were acquired through 
exchange for bonds; others were acquired by 
companies in states which permit investments 
in stocks. By type classification stocks held 
were 10 per cent railroads, 26 per cent utilities, 
and 64 per cent industrial and miscellaneous. 


a 


Legal List Additions 


The New York State Banking Board last 
month added to the legal list securities of a 
par value of $190,432,000, as follows: 

Fort Street Union Depot Co. (Detroit), 
first mortgage, 354%, due Dec. 1, 1965. 

Kansas Power & Light Co., first mortgage, 
34% %, due July 1, 1969. 

Philadelphia Electric Power Co., first mort- 
gage, 254%, due July 1, 1975. 

Public Service Co. of Oklahoma, first mort- 
gage, 2% %, due July 1, 1975. 

Texas Power & Light Co., first mortgage, 
2%%, due May 1, 1975. 

Union Terminal Co. (Dallas, Tex.), first 
mortgage, 334%, due Feb. 1, 1967. 

Pacific Telephone & Telegraph Co., 40-year, 

% debentures, due Oct. 1, 1986. (When is- 
sued.) 


A primary market for 
government securities 


: ee 56 year old bank is one of Chicago’s principal 
dealers in U. S. Government Securities. Information 


On issues and quick execution of orders are availa- 


ble from an experienced staff. Inquiries to our bond 


department are invited. 


THE NORTHERN TRUST COMPANY 


50 SOUTH LA SALLE STREET, CHICAGO 





PENSION PLAN FOR FINANCIAL INSTITUTIONS 


Pioneer Trust Made Available to Outside Organizations 


WILLARD L. CASE, JR. 


Assistant Trust Officer, Pension Trust Dept., The Pennsylvania Company for Insurances 
on Lives and Granting Annuities, Philadelphia 


NE of the most important matters en- 

gaging the attention of officials of our 
financial institutions is the development of 
an adequate retirement benefit program for 
their employees and officers. Many of our 
large banks have installed pension plans, 
thereby solving the problem of superannu- 
ated employees, and at the same time pro- 
viding a means of keeping their organiza- 
tions sufficiently young and aggressive so 
that opportunities for promotion and ad- 
vancement of deserving employees are not 
stalemated. 


A great deal of time and research has 
been devoted to the problems which con- 
front the smaller and moderate sized bank 
in establishing a sound pension plan. As a 
result of these studies The Pennsylvania 
Company for Insurances on Lives and 
Granting Annuities has recently developed 
A Pension Trust Plan for Financial Insti- 
tutions, which may be utilized by any bank 
regardless of size. Invitations to join the 
Penco Plan have been sent to banks 
throughout the State of Pennsylvania. 


Flexibility Sought 


ECAUSE no two financial institutions 

are exactly alike, it was felt that the 
Penco Plan should be kept just as flexible 
as possible. A survey of the pension field 
revealed that the trust administered type 
of plan offers the greatest opportunity of 
variation from a fixed standard, and it was 
therefore selected as the best method of 
funding retirement benefits. Participating 
financial institutions may, therefore, de- 
termine individually the amount of benefits 
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which are to be provided for their own em- 
ployees and officers as well as establish eli- 
gibility requirements based upon an indi- 
vidual study of the makeup of their own 
personnel as to age, sex and turnover. 


The Penco Plan is made available to all 
permanent employees and officers of partici- 
pating institutions upon meeting the serv- 
ice requirements established by their re- 
spective organizations. Normal retirement 
will be at 65 years of age for both men and 
women. Employees and officers who have 
passed their 65th birthday at the time the 
bank becomes a participant are provided for 
und.. the Plan. One of the features of the 
Penco Plan is that a participating institu- 
tion is not required to fund immediately the 
benefits for retired employees who are now 
65 years of age and older, as a minimum 
funding period of ten years is provided. The 
retired employee will receive his pension at 
the same time that the bank is funding past 
service benefits over the ten-year period. 


Benefit Formula 


S the benefits provided are dependent 
upon the capacity of a participating in- 
stitution to contribute to the pension fund, 
variations will occur in the benefit formula. 
The basic formula which has been suggest- 
ed provides for past service at the rate of 
34 of 1% on the first $3,000 of earnings and 
144% on all over $3,000 for each year of 
credited past service after attaining the 
age of 30 years, or after completing two 
years of continuous service, whichever oc- 
curs later. Future service is provided for 
at the rate of 1% on the first $3,000 of earn- 
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ings and 2% on all earnings over $3,000 
for each year of future service. . Benefits 
are increased on earnings in excess of $3,- 
000 as Social Security benefits cease at that 
level. 


In providing benefits for retired em- 
ployees and officers of participating institu- 
tions, contributions will be made to a pen- 
sion fund which is established on a sound 
actuarial basis and administered by The 
Pennsylvania Company as Trustee of the 
Fund. During the first ten years of a bank’s 
participation, retirement benefits will be 
paid normally by the Trustee from the 
bank’s share of the Fund. Arrangements 
have been made whereby annuities for re- 
tired employees and officers can be pur- 
chased thereafter by the Trustee from the 
Prudential Insurance Company of America. 


Common Fund Principles Helpful 


N the development of the Penco Pension 

Trust Plan six years of experience in ad- 
ministering a Discretionary Common Trust 
Fund have been drawn on, and many of the 
sound principles which have been learned 
in the operation of that fund have been 
applied. By establishing one large fund in 
lieu of many small funds, a stability in as- 
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set values and interest yields may thereby 
be obtained. These factors of stability are 
essential to the successful operation of any 
sound pension plan. By pooling the cost of 
development and operation (including ac- 
tuarial and general advisory services) defi- 
nite economies are also effected. 


In order to provide proper management 
of the Fund, The Pennsylvania Company, 
acting as Trustee and Custodian, makes 
available its extensive investment and sta- 
tistical services. So that participating insti- 
tutions will have proper representation in 
determining investment policy, the pur- 
chases and sales of all investments will be 
subject to the approval of a Pension Com- 
mittee, composed of three members elected 
by participating institutions. Under the 
terms of the Penco Plan investments are 
limited to bonds, equipment or other lease 
trust certificates, guaranteed and preferred 
stocks. The Plan further provides, as to 
investments, that with the exception of 
United States Government or Common- 
wealth of Pennsylvania obligations or obli- 
gations guaranteed as to principal and in- 
terest by the United States Government, 
not more than 5% of the Fund shall be in 
the securities of any one issuer. 








Some of the Largest Estates Administered in the 
State of Virginia are handled by this Company 





In the past there has been a tendency to 
assume too liberal predictions as to future 
interest earnings under many trust admin- 
istered plans. Benefiting by these past expe- 
riences, a conservative 2% rate of income 
has been assumed in the development of the 
Penco Plan. 


Past Service — Mortality Experience 
O that a financial institution is not re- 
quired to draw heavily on capital funds, 

initial large sums are not required in order 
to fund past service benefits. The amount 
of contributions to provide retirement bene- 
fits for past service will be amortized over 
future years of employment for each em- 
ployee and officer, with a consequent level- 
ing out of total payments. 


In considering the question of merging 
mortality experience among the participat- 
ing institutions, it was finally decided that 
rather than penalize any one institution 
which might have an abnormal mortality 
experience it would be best for each insti- 
tution to reflect its own experience. Conse- 
quently, reserves which have been accumu- 
lated for an employee or officer who does not 
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survive to retirement age, or whose employ- 
ment is terminated before the completion 
of twenty years service, will be made avail- 
able to the employer in the form of a credit 
against future contributions to provide 
benefits for the remaining employees and 
officers of that institution. 


Tax Status An Individual Question 
LTHOUGH the establishment and oper- 
ation of the Penco Plan will be such 
as to meet the requirements of the Internal 
Revenue Code in order to qualify the trust 
as exempt from Federal income tax under 
the provisions of Section 165 (a) of the 
Code and to permit deductions provided for 
under Section 23 (p) of the Code, it must 
be understood that the application of these 
requirements to each participating financial 
institution is a matter which will have to be 
individually determined. 

The services of The Pennsylvania Com- 
pany as Trustee will include advice and as- 
sistance in connection with the preparation 
of necessary information for submission 
to the Bureau of Internal Revenue, prep- 
aration of informative material to stock- 
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holders and employees, and continuing ac- 
tuarial and general advisory services which 
have been secured for this purpose. In ad- 
dition, each participating financial institu- 
tion will be furnished with a complete an- 
nual report covering the operation of the 
Penco Pension Trust Fund, as well as the 
status of its own individual account. This 
report will be independently audited by a 
recognized firm of certified public accoun- 
tants. 


A moderate fee will be charged partici- 
pating financial institutions to cover oper- 
ating expenses of the Penco Plan. 


a 


Another Pension Plan Offered 
to Banks 


A Unified Pension Plan for Banks whereby a 
bank regardless of its size will be able to 
provide retirement benefits for its officers and 
employees was announced on October 3 by 
Carlysle A. Bethel, vice president and trust 
officer of the Wachovia Bank and Trust Com- 
pany, Winston-Salem, N. C. The plan which the 
Wachovia is establishing was presented in out- 
line to a representative group of Carolina and 
Virginia bankers attending a one-day corre- 
spondent banking conference sponsored by the 
Wachovia. 

The plan is believed to be the second of its 
kind to be offered by a trust institution in the 
nation and the first of its kind in the South. 
(See the preceding article describing the 
Pennsylvania Company plan.) 

The plan is designed to enable a group of 
banks, most of which have a moderate number 
of employees, to supplement Social Security 
payments and thus provide retirement benefits 
more nearly in line with their employees’ 
standard of living at a cost as reasonable as 
can be achieved through the pooling of mor- 
tality and contributions. 


In outlining the plan Mr. Bethel, who is 
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Chairman of the Committee on Employees 
Trusts of the Trust Division, American Bank- 
ers Association, called attention to the rapid 
expansion of pension and profit sharing re- 
tirement plans in recent years and stated that 
his bank had béen named trustee in such plans 
by more than forty leading Carolina concerns. 


“The funds contributed to the plan by the 
participating banks and their employees are 
to be held in a trust and invested by the 
Wachovia as trustee. The trustee, assisted by 
the actuary, will administer the plan in accord- 
ance with its terms and such by-laws as may be 
adopted with the approval of the board of 
directors of at least two-thirds of the par- 
ticipating banks,” Mr. Bethel commented. “Eli- 
gible employees of banks would be those who 
have been employed for at least one year and 
are between the ages of 25 to 55 at the time 
of entering the plan. The retirement age is 
set at 65.” 


The plan is of the actuarial, wholly invested 
type. The contribution by each participating 
bank will include the contributions of its par- 
ticipating employees for the entire calendar 
year deducted or to be deducted by it. Each 
participating bank will contribute annually 
the amount certified by the actuary of the 
plan as necessary to meet the cost for the year 
of the benefits of its participating employees 
and the current expenses of administration of 
the plan. As nearly as practicable and subject 
to salary changes, the cost of providing the 
normal retirement benefit of each participating 
employee is to be payable in equal annual 
installments over the period between the date 
of his entry into the plan and retirement. 


Participation is optional with present em- 
ployees but mandatory in the case of those 
entering the employ of a participating bank 
after it enters the plan. Normal retirement 
benefits, payable for life, begin at normal re- 
tirement date regardless of whether the par- 
ticipating employee actually retires. 


' The plan will be offered to banks throughout 
the area served by the Wachovia. 
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Program for 


A.B.A. MID-CONTINENT TRUST CONFERENCE 
Drake Hotel, Chicago; November 7-8 


November 7, 9:45 A.M. 


Remarks of Welcome 
Clarence. B.. Jennett, president, Corporate 
Fiduciaries Association of Chicago; and vice 
president, The First National Bank, Chicago. 
Address of Trust Division President 
Evans Woollen, Jr., president, 
Trust Company, Indianapolis. 
Some Conclusions from Trust Experience 
Roy C. Osgood, retired vice president in 
charge of the Trust Department, The First 
National Bank, Chicago. 
Foreign Markets and Our National Economy 
Wilbert Ward, vice president, National City 
Bank of New York. 


November 7, 2:00 P.M. 


Fletcher 


Passing Property by Joint Tenancy 
Burns W. Swenson, assistant vice president, 
Northwestern National Bank, Minneapolis. 
A Reappraisal of Revocable Trusts 
Edward C. King, dean, School of Law, Uni- 
versity of Colorado, Boulder. 
“Pay-as-you-go” Trust Compensation 
Joseph W. White, vice president, Mercantile- 
Commerce Bank and Trust Company, St. 
Louis. 
Current Developments in Taxation of Trusts 
and Estates 
William Avery, Sidley, Austin, Burgess & 
Harper, Chicago. 
November 8, 9:15 A.M. 
Customer Relation? in the Trust Field 
Harve H. Page, second vice president, The 
Northern Trust Company, Chicago, and 
chairman, Committee on Trust Information, 
Trust Division, A.B.A. 
Five Minute Reports on Trust Business in the 
Midwest 
Earl H. Cress, president, Ann Arbor ( Mich.) 
Trust Company, reporting for Michigan and 
Minnesota. 
B. M. Lester, vice president and trust officer, 
First National Bank, Wichita, reporting for 
Colorado, Kansas, and Nebraska. 
R. Floyd Searer, vice president and trust 
officer, First Bank and Trust Company, 
South Bend, reporting for Indiana, Kentucky, 
and Tennessee. 
G. F. Karch, trust officer, Cleveland Trust 


Company, reporting: for Illinois, Iowa, and 
Ohio. 


Edward M. Cox, vice president and trust 
officer, First National Bank, Kansas City, 
Mo., reporting for Arkansas, Missouri and 
Oklahoma. 
Floyd O. Shelton, vice president and trust 
officer, Fort Worth National Bank, reporting 
for Louisiana and Texas. 

Summary of Reports 
John A. Reid, vice president, The First Na- 
tional Bank, Cincinnati. 

Employee Retirement Plans 
John Hamilton, B. E. Wyatt & Company, 
Washington, D. C. 

Post-War Dollar and Interest Rates 
J. K. Langum, vice president, Federal Re- 
serve Bank of Chicago. 


November 8, 2:00 P.M. 


Problems of Smaller Trust Departments 
Gilbert T. Stephenson, director, Trust Re- 
search, The Graduate School of Banking, 
A.B.A. 

Review of Trust Securities by Smaller Trust 

Departments 
Frank C. Mayne, Jr., vice president and trust 
officer, Central National Bank and Trust 
Company, Peoria. 

Trust Investment Symposium 
Richard P. Chapman, vice president, Mer- 
chants National Bank, Boston, and chair- 
man, Committee on Trust Investments, 
Trust Division, A.B.A. 

Roland C. Behrens, vice president, St. Louis 
Union Trust Company. 

Wayne R. Bennett, vice president, Con- 
tinental Illinois National Bank and Trust 
Company, Chicago. 

(At the banquet on the evening of the 7th, 

Dr. George D. Stoddard, president of the 

University of Illinois, will be the speaker.) 


a) 


The New Jersey Bankers Association’s com- 
mittee chairmen for the coming year include: 

Lawyers and Bankers Conference: Attorney 
Orlando H. Dey. 

State Legislation: Roscoe P. McClave, pres- 
ident, United National Bank, Cliffside Park. 

Taxation: Leslie G. McDouall, vice presi- 
dent, Fidelity Union Trust Co., Newark. 

Trust Subjects: George D. Cherry, vice- 
president and trust officer, First National 
Bank of Jersey City. 





New Official Family of American Bankers Association 


W. BAILEY, president of the First 
a National Bank of Clarksville, Tennes- 
see, was elected president of the American 
Bankers Association at the 72nd annual 
convention of the Association held in Chi- 
cago last month. 
Mr. Bailey, first 
employed by the 
First National 
in 1904, and 
president since 
1920, is also 
president of the 
Southern Trust 
Company of 
Clarksville. He 
served as presi- 
dent of the Ten- 
nessee_ Bank- 
ers Association 
1929-1930. 

Mr. Bailey 
has been presi- 
dent of the Tennessee Taxpayers Associa- 
tion since it was organized in 1932. Sup- 
ported by voluntary contributions, this 
statewide organization of taxpayers is de- 
voted to economy and efficiency. During the 
past two years, Mr. Bailey was chairman 
of the Agricultural Commission of the 
American Bankers Association. He has been 
a member of the faculty of The Graduate 
School of Banking for a discussion of coun- 
try banking, and an evening seminar lec- 
turer at the resident sessions of the school. 


Evans Woollen, Jr., president of the 
Fletcher Trust Company, Indianapolis, was 


Cc. W. BAILEY 





elected president of the Trust Division. His 
father, the late Evans Woollen, Sr., was 
president of the Trust Division in 1923-24. 


A Yale graduate of the class of 1920, Mr. 
Woollen served as second lieutenant in the 
73rd Field Artillery in World War I. Presi- 
dent of the Fletcher Trust since 1935, he 
was vice president and director of the 
Fletcher Joint Stock Land Bank from 1935 
to 1943. Since 1942 he has been vice presi- 
dent of the Indianapolis Clearing House 
Association. He is a director of the State 
Life Insurance Company of Indianapolis. 


Mr. Woollen was president of the Indi- 
anapolis Board of Public Health and Char- 
ities from 1931 until 1933. From 1933 to 
1935 he was Indianapolis City Controller 
and in 1941 president of the Indianapolis 
Board of School Commissioners. He is now 
president of the Indianapolis Communit 
Fund. . 


Robert M. Alten, vice president in 
charge of the trust department of the 
United States National Bank, Portland, 
Oregon, was elected vice president of the 
Trust Division. With his LL.B. degree 
from the University of Michigan, Mr. Al- 
ton practiced law in Portland from 1915 
until he entered the Army in World War 
I. He served overseas with the AEF until 
1919, when he joined the staff of the United 
States National Bank. 


In World War II, Mr. Alton served in 
the Army Air orces, Technical Training 
Command, First Fighter Command, and 
later in the Materiel Command, Western 
Procurement District, Los Angeles, in 
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which he attained the rank of lieutenant 
colonel in 1944. He returned to his bank in 
April, 1945, and for the past year has been 
chairman of the Executive Committee and 
a member of the Committee on Veterans 
Affairs of the Trust Division. 


Harry M. Bardt, vice-president and trust 
officer of the Bank of America N. T. & S. A., 
Los Angeles, was elected chairman of the 
executive committee of the Trust Division. 
He thus becomes in line for the Division 
presidency two years hence. 


A native of New York City, Mr. Bardt at- 
tended Columbia University in New York, 
and received his law degree from University 
of San Francisco. He is a member of the 
California Bar. His banking career began 
with the Bank of America in 1928. In 1934, 
he assumed charge of branch trust admin- 
istration in Southern California. In 1937, 
he was promoted to vice president and trust 
officer. 


Mr. Bardt has been president of the 
Southern California Trust Officers Associa- 
tion and chairman of the trust division of 
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the California Bankers Association. He is a 
member of the Committee on Taxation of 
the A.B.A. Trust Division. 


The Trust Division named five new mem- 
bers of its executive committee: Clarence 
R. Chaney, vice-chairman, Northwestern 
National Bank, Minneapolis; Edwin W. 
Marvin, vice-president, Hartford-Connecti- 
cut Trust Company, Hartford; L. L. McAr- 
thur, Jr., vice-president, Northern Trust 
Company, Chicago; James M. Trenary, vice- 
president, United States Trust Company, 
New York; and Raymond H. Trott, vice- 
president, Rhode Island Hospital Trust 
Company, Providence. 


——————0 


Indiana Has Small Trust Conferences 


Over one hundred bankers attended the four 
trust conferences for smaller institutions in 
Indiana conducted by Gilbert T. Stephenson. 
These sessions, typical of those being held by 
Mr. Stephenson in a number of States, con- 
vened at Evansville, South Bend, Fort Wayne 
and Indianapolis. 
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50th Anniversary of A.B.A. Trust Division Commemorated 


6¢ L‘IFTY years ago we were in the age of 

common horse sense as well as the 
age of the horse and buggy,” asserted Isaac 
H. Orr at the fiftieth anniversary meeting 
of the Trust Division of the American 
Bankers Association held in Chicago on 
September 23. Mr. Orr is honorary chair- 
man of the board of the St. Louis Union 
Trust Company, and, so far as is known, is 
the only surviving participant in the meet- 
ing when the Trust Division was organized 
in 1896. 


“Governmental economy and a balanced 
budget then were universally regarded as 
desirable goals,” Mr. Orr continued. “We 
had not yet learned that the public debt 
need never be repaid because ‘we owe it to 
ourslves.’ We had no income tax, no estate 
tax and no inheritance tax but such taxes 
were advocated by the Socialist Party in its 
1896 platform. 

“Bankers were preoccupied with the cur- 
rency question which had become the dom- 
inant political issue in the Presidential 
campaign. President Cleveland, in his mes- 
sage to Congress in 1895 said, ‘All history 
warns us against rash experiments which 
threaten violent changes in our monetary 
standard and the degradation of our cur- 
rency.’ He characterized free silver pro- 
posals as ‘national immorality.’ No one 
then could foresee that thirty-seven years 
later another President would call for a re- 
pudiation of the solemn pledge of the Unit- 
ed States Government to redeem its cur- 
rency and its bonds in gold of a specified 
standard of weight and fineness. 


“In 1896 few people knew anything about 
a trust institution. I became Trust Officer 
of the St. Louis Trust Company and was 
the first person to hold this title in the State 
of Missouri and perhaps in the entire west. 
It was seriously argued that a corporation 
could not be a fit trustee since it was with- 
out a soul. In 1897 a bill was introduced in 
the Missouri legislature to repeal the trust 
company statute and I heard a very able 
and respected lawyer in the State Senate 
argue that it was dangerous to allow a soul- 
less corporation to exercise trust functions. 
He said, ‘Think of an officer of a corpora- 
tion that had been appointed guardian of a 
minor child calling on Sunday morning to 
take its ward to Sunday School.’ On Sep- 
tember 21, 1896, the day before the trust 
company section of the American Bankers 


Association was organized, the St. Louis 
Post-Dispatch ran a news story about my 
company with a headline. which read, “A 
Corporation With a Soul.” It related that 
the St. Louis Trust Company was guardian 
for ten-year-old Nancy N. Losey. Her moth- 
er was educating her for the stage and 
wanted an advance of $200 to further her 
education as a dancer. The Trust Company 
went into court and stated that it did not 
believe that a life on the stage would be 
beneficial to the morals of a young girl and 
asked the court to pass upon the propriety 
of the mother’s request.” 


Organization Meeting 


Turning to the details of the organization 
of the Trust Division, Mr. Orr recalled that 
the meeting took place at the Planters Hotel 
in St. Louis during the A.B.A. convention 
on September 22, 1896, in response to an 
invitation sent by Breckenridge Jones of 
the Mississippi Valley Trust Company of 
St. Louis, to the companies then active in 
the trust field. In order to avoid possible 
antagonism on the part of the discount 
banks, the delegates decided to limit the 
proposed organization to the trust func- 
tions of trust institutions and not to their 
banking functions. The Executive Council 
of the A.B.A. approved the formation:-of a 


Isaac H. Orr, honorary chairman of the 
board, St. Louis Union Trust Company, the 
only living member of the group which organ- 
ized the Trust Division of the American Bank- 
ers Association 50 years ago, greeted by Evans 
Woollen, Jr., president of the Fletcher Trust 
Company, Indianapolis, newly elected president 
of the division at its 50th anniversary meeting 
in Chicago held during the 72nd annual con- 
vention of the. A.B.A. . 
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trust division and The Trust Section, as it 
was then known, was established. Henry M. 
Dechert, of Philadelphia, was elected Chair- 
man; Breckenridge Jones was elected a 
member of the Executive Committee, and 
they were authorized to select the other offi- 
cers. 

“So far as I recall, nothing whatever had 
then been published in reference to trust 
company practices. The first published ar- 
ticle which I encountered was the opening 
address by Mr. Dechert at the first regular 
meeting of the Trust Section. The address 
was ‘The Relation of Trust Companies to 
Trust Estates,’ and the St. Louis Trust 
Company published it in an advertising 
booklet. In 1896 it was hard to visualize 
the mass of literature about trusts and es- 
tates that would be available fifty years 
later. How welcome some of this material 
would have been in the early days of the 
trust business. 


Contrast in Practices 


“T am struck with the contrast between 
our early practices and our practices today. 
At that time all our books were kept in pen 
and ink. The organized management and 
supervision of investments was unknown. 
We bought bonds, largely original issues, 
which we thought were sound, put them in 
our vaults and never attempted to make a 
systematic review of them. Some years aft- 
er becoming Trust Officer of the St. Louis 
Trust Company, I had a list prepared of 
the bonds and other investments which we 
held in trust estates. Although our Com- 
pany had then been in existence nearly ten 
years, this was the first review that was 
made of our trust investments. 

“We were completely free of the enor- 
mous volume of tax work with which mod- 
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ern trust institutions must cope. Taxation 
has made its influence felt in the investment 
of trust funds. No longer can we look sole- 
ly to the solvency and earnings of the par- 
ticular security under consideration, but 
we must also relate it to the entire estate 
from the taxing viewpoint. 

“The problems which we faced in that 
earlier and simpler world seem as nothing 
compared with the great uncertainties and 
overwhelming problems which we face to- 
day. Nevertheless the problems of that day 
loomed large at that time. To illustrate, I 
quote from the report of Thomas H. West, 
Chairman of the Board of the St. Louis 
Unicn Trust Company on its Twentieth An- 
niversary in Octsber 1909, in which he said, 
‘During this period we have not had clear 
sailing by any means, as we were afflicted 
with several panics. In 1893, the first panic 
practically extended until Bryan’s defeat 
in 1896. In 1903 we had a local flurry which 
caused loss of confidence — and then fol- 
lowed the panic of 1907, which was like a 
cyclone while it lasted.’ 

“A trust man encounters many unusual 
and strange situations. Upon the death of 
one of our customers some years ago, we 
took over as a part of his estate a check for 
$1,000,000 signed by Andrew Carnegie. 
The testator had carried this check in his 
billfold for fifteen years. The check was 
perfectly good when signed and we do not 
know to this day what the story is behind 
the check and why it was kept as a sou- 
venir for some fifteen years. When it came 
into our possession Carnegie’s estate had 
been closed some years, and the check was 
worthless. 

“Within the last few years my Company 
had to distribute a large trust fund to 
charity and to select the particular chari- 
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ties to which it should go. The trust had 
been set up nearly fifty years earlier for 
the benefit of a brother and sister and their 
descendants, with ultimate distribution to 
charity only in the event there were no de- 
scendants of the brother and sister to take 
the trust estate. The brother was married 
and had children and the sister remained 
unmarried. The brother had an affair with 
another woman, murdered his wife and 
children, and was hanged by the State of 
Missouri, and that is why the trust fund 
ultimately went to charity.” 


Allison Reports on Trust Activities 


Reviewing his year as President of the Trust 
Division of the American Bankers Association, 
James W. Allison reported on recently com- 
pleted and prospective projects of Division 
committees, at the annual meeting in Chicago 
last month. Mr. Allison, who is vice president 
of the Equitable Trust Company of Wilming- 
ton, Del., supplemented his earlier report to 
the Pacific Coast Trust Conference (see page 
151, August issue) with the following recapitu- 
lation of committee activities: 


Taxation: Completion of a study and a 
memorandum of T.D. 5488 (Clifford Regula- 
tions), with suggestions for relief. 


Education: Completion of revised edition 
of A.I.B. textbook, Trust Business II (T.B. I 
was revised two years ago). 


Relations with Bar: Transportation difficul- 
ties have precluded meeting with Bar members 
of National Conference Group, but session is 
planned for this October. 


Relations with Underwriters: All matters in 
this field have been dealt with effectively. 


Mr. Allison recalled the points emphasized at 
the annual meeting of the Trust Division ‘in 
1940 by five former presidents who conducted 
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a symposium on “The Job Ahead for Trust 
Service.” (Merrel Callaway, Robertson Gris- 
wold, Leon Little, Gilbert Stephenson and 
Samuel C. Waugh): 

1. Strict adherence to the Statement of 
Principles. 

2. Closer cooperation with 
writers and the Bar. 

3. Prudent investment of trust funds, avoid- 
ing long commitments, and remembering the 
needs of income beneficiaries. 


4. Making trust services available to people 
whose estates are small. 


5. Telling the public about our services and 
methods and thereby achieving favorable pub- 
lic opinion. 

This year’s committees, in their accomplish- 
ments and their projects, have been moving 
in the direction of every one of three very im- 
portant objectives, Mr. Allison concluded. 
Progress in some is coming slowly. Discour- 
agement bobs up at times. Pessimism tempts 
us when we reflect seriously about some aspects 
of domestic and international affairs. But in 
tackling the problems ahead, let us remember 
that, as the Negro philosopher said, “Tomorrow 
is a BRAND NEW day which ‘ain’t been touch- 
ed yet.’” 


life under- 


Bank Women Elect 


Miss Willa A. Riley, assistant cashier of 
Florida National Bank, Jacksonville, was elect- 
ed president of the Association of Bank Women, 
at the annual convention in Chicago in Sep- 
tember. Others elected were: Vice President, 
Mrs. M. E. Bonham (assistant cashier of Cit- 
izens National Trust & Savings Bank, River- 
side, Cal.); Corresponding Secretary, Miss H. 
M. Walker (Trust Company of Georgia, At- 
lanta); Treasurer, Miss E. C. Reitmeier (vice 
president of First National Bank, Spokane, 
Wash.). Miss Elizabeth A. Brady, of Bankers 
Trust Co., New York, discussed the post-war 
outlook in the pension trust field. 





A half century of service to the trust insti- 
tution of the United States was completed last 
month by the Trust Division of the American 
Bankers Association. Its fifty presidents up 
to the new September elections, together with 
their institutions, follow. Present connections, 
when known, are in parentheses. 
1896-7—*Henry M. Deohert, Commonwealth 

Title Ins. & Trust Co., Philadelphia. 
1897-8—* Francis B. Bangs, State Trust Co., 

New York. 
1898-9—*Breckinridge Jones, Mississippi Val- 

ley Trust Co., St. Louis. 
1899-0—Anton G. Hodenpyl, 

Co., Grand Rapids. 
1900-1—_Wm. G. Mather, American Trust Co., 

Cleveland. (Chm. of Bd., Cleveland Cliffs 

Iron Corp., Union Trust Bldg., Cleveland.) 
1901-2—*John Skelton Williams, Richmond 

(Va.) Trust & Safe Deposit Co. 
1902-3—John E. Borne, Colonial Trust Co., New 

York. 
1903-4—*Breckinridge Jones, Mississippi Val- 

ley Trust Co., St. Louis. 
1904-5—*Edwin A. Potter, American Trust & 

Savings Bank, Chicago. 
1905-6—Clark Williams, Columbia Trust Co., 

New York. (Special Partner, Clark Williams 

& Co., 160 Broadway, New York.) 
1906-7—*Festus J. Wade, Mercantile Trust Co., 

St. Louis. 

1907-8—* Philip S. Babcock, Trust Company of 

America, New York. 
1908-9—*Albert A. Jackson, Girard Trust Co., 

Philadelphia. 

1909-0—*H. P. McIntosh, Guardian Trust Co., 

Cleveland. 

*Deceased 


Michigan Trust 


TRUSTS and ESTATES—Ocetober 1946 


The 50 Past Presidents 


Trust Division, American Bankers Association 


1910-1—*Oliver C. Fuller, 
Trust Co., Milwaukee. 


1911-2—*F. H. Fries, Wachovia Bank & Trust 
Co., Winston-Salem, N: C. 


1912-3—William C. Poillon, Bankers Trust Co., 
New York. (Director, Santa Barbara (Cal.) 
County Title Co.) 


1913-4—*F. H. Goff, Cleveland Trust Co. 


1914-5—*Ralph W. Cutler, Hartford (Conn.) 
Trust Co. 


1915-6—John H. Mason, Commercial Trust Co., 
Philadelphia. (Chm. of Bd., Janney and Co., 
16th & Walnut Sts., Philadelphia.) 


1916-7—*Uzal H. McCarter, Fidelity Union 
Trust Co., Newark, N. J. 

1917-8—Frank W. Blair, Union Trust Co., De- 
troit. 

1918-9—John W. Platten, United States Mort- 
gage and Trust Co., New York. (Director, 
Chemical Bank & Trust Co., New York.) 

1919-0—*Lynn H. Dinkins, Interstate Trust & 
Banking Co., New Orleans. 

1920-1—_*Edmund D. Hulbert, Merchants Loan 
and Trust Co., Chicago. 

1921-2—J. Arthur House, Guardian Trust Co., 
Cleveland. (Advisor, Dodge Securities Corp., 
Terminal Tower Bldg., Cleveland. 

1922-3—Theodore G. Smith, Central Union 
Trust Co., New York. (300 Hayward Ave., 
Mt. Vernon, N. Y.) 

1923-4—*Evans Woollen, Fletcher 
Indianapolis. 

1924-5—Lucius Teter, Chicago Trust Co. 
(Lucius Teter & Company, 135 S. LaSalle 
St., Chicago.) 

1925-6—*Francis H. Sisson, Guaranty Trust 
Co. of New York. 


First Wisconsin 


Trust Co., 
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BOOKS AND AUTOGRAPHS 


EXPERT APPRAISAL AND LIQUIDATION 
AT PUBLIC SALE 


Many prominent and valuable libraries and collections of rare autographs were 
appraised and sold through these galleries. Reliable advice, service, and coopera- 
tion with executors and trust companies. 


SWANN AUCTION GALLERIES 


“Book and Autograph Experts” 


146 EAST 56TH STREET © 
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1926-7—*Edward J. Fox, Easton (Pa.) Trust 
Co. 


1927-8—Walter S. McLucas, Commerce Trust 
Co., Kansas City, Mo. (Chm. of Bd., National 
Bank of Detroit.) 


1928-9—-A. V. Morton, Pennsylvania Company 
for Insurances on Lives & Granting An- 
nuities, Philadelphia. (Same.) 

1929-0—John C. Mechem, First National Bank, 
Chicago. 

1930-1—Gilbert T. Stephenson, Equitable Trust 
Co., Wilmington. (Dir., Trust Research Dept., 
The Graduate School of Banking, A.B.A.) 

1931-2—Thomas C. Hennings, Mercantile-Com- 
merce Bank & Trust Co., St. Louis. (Hen- 
nings, Green, Henry & Hennings, Boatmen’s 
Bank Bldg., St. Louis. 

1932-3—-*R. M. Sims, American Trust Co., San 
Francisco. 

1933-4—*H. O. Edmonds, Northern Trust Co., 
Chicago. 

1934-5—Leon M. Little, New England Trust 
Co., Boston. (Same.) 

1935-6—Merrel P. Callaway, Guaranty Trust 
Co. of New York. (c/o Central of Georgia 
Railway Co., Savannah.) 

1936-7—* Blaine B. Coles, First National Bank, 
Portland, Ore. 
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To Represent You 


We are ready and able to act as the 
representative of your bank in Massa- 
chusetts in connection with ancillary 
administration or other estate matters. 
Your inquiry is invited. 


TRUST DEPARTMENT 


ational 


Shawmut Bank 


40 Water Street, Boston 
Member Federal Deposit Insurance Corporation 
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1937-8—Robertson Griswold, Maryland Trust 
Co., Baltimore. (Same.) 

1938-9—Samuel C. Waugh, The First Trust 
Co., Lincoln, Neb. (Same.) 

1939-0O—Roland E. Clark, National Bank of 
Commerce, Portland. (Same.) 

1940-1—Carl W. Fenninger, Provident Trust 
Co., Philadelphia. (Same.) 

1941-2—-Richard G. Stockton, Wachovia Bank 
and Trust Co., Winston-Salem, N. C. (Same.) 

1942-3—Louis S. Headley, First Trust Co. of 
Saint Paul, Minn. (Same.) 

1943-4—-Henry A. Theis, Guaranty Trust Com- 
pany of New York. (Same.) 

1944-5—*F rederick A. Carroll, National Shaw- 
mut Bank of Boston. 

1945-6—James W. Allison, Equitable Trust Co., 
Wilmington, Del. (Same.) 


0 


Second Common Fund in Connecticut 


Phoenix State Bank and Trust Company of 
Hartford is now operating a common trust 
fund, the second in the State. Of the discre- 
tionary type, the fund is under the administra- 
tive supervision of associate trust officer A. 
H. Barton. 
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New Trust Fee Schedules Adopted 


Equitable Trust Company of Wilmington, 
Del., has adopted new schedules of charges 
for living trusts, insurance trusts and man- 
aging agencies. Both income and principal 
are used in computing trust commissions, 
while agency fees are based on principal only. 


The new schedules are effective September 1, 
1946, and there are special provisions covering 
past services on old accounts. They contem- 
plate normal activities only, it being specifical- 
ly stated that extra charges will be made for 
extraordinary services such as managing close- 
ly held businesses. The bank will receive full 
commissions where it is appointed co-trustee 
but certain reductions are allowed where 
others have the sole responsibility of invest- 
ment. Lower rates are quoted for perpetual 
trusts and trusts with large blocks of secur- 
ities. 

Copies of the schedules, with an explanatory 
letter, have been addressed to Equitable’s cus- 
tomers, with satisfactory reaction reported 
thus far. The annual charges for living trusts 
are as follows: 


On Income 
Amount of Income Annual Commission 
5,000— 12,500 $ 50.00 plus 4% 
12,500— 25,000 175.00 plus 3% 
25,000— 50,000 300.00 plus 2%4% 
50,000 up 550.00 plus 2% 


On Principal 


Annual Commission 
4/10 % 
$25.00 plus 3/10% 
75.00 plus 2/10% 
100,000— 200,000 175.00 plus 1/10% 
200,000 up 275.00 plus 1/20% 


Minimum combined charge: $25 per trust. 


Fair Value 
$ 0—$ 25,000 
25,000— 50,000 
50,000— 100,000 
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Auditing for Small Banks 


The Research Committee of the National 
Association of Bank Auditors and Comptrol- 
lers, whose chairman is Ottmar A. Waldow, 
comptroller of National Bank of Detroit, re- 
cently completed a study leading to publication 
of “Audit Program for the Smaller Bank.” This 
was prepared for those banks which do not 
feel able to justify the employment of a full- 
time auditor, but the executives of which have 
come to recognize the desirability of maintain- 
ing good auditing and accounting controls in 
bank operations. 

Although it was primarily written for the 
smaller banks, it is felt that the larger banks 
will find it very useful for the trainees in the 
auditing department. 

It includes a number of suggestions on 
trust department auditing. 

The cost of the manual to non-member 
banks is $5.00. Address: Room 764, 38 South 
Dearborn Street, Chicago 3, Ill. 


——$—$ 
Estate Planner Joins Agency 


Eric Troop, C.L.U. (Canada), a pioneer in 
estate planning, is now associated with The 
Guardian Life Insurance Company of America 
as estate planning consultant of the Doremus- 
Bragg agency located in the company’s home 
office building, 50 Union Square, New York. 
Mr. Troop, as trust representative, had been 
in charge of the life insurance division of the 
Chemical Bank & Trust Company since July 
1944. During the late war, Mr. Troop was a 
staff officer in the Royal Canadian Air Force. 
He has long specialized in coordinating life 
insurance and general estates. He has been 
an executive officer of the Toronto chapter of 
the Institute of Chartered Life Underwriters, 
and a member of the standing committees on 
taxation and insurance of the Board of Trade 
of the City of Toronto. 





STATEWIDE 


40 strategically located banking offices in the State of 
Washington enable customers to utilize fully 


our Trust facilities. 


SEATTLE-FIRST NATIONAL BANK 


“The Largest of Many Excellent Banks in the Northwest” 


Member F.D.I.C. 














CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND Trust COMPANY 


OF CHICAGO 


Statement of Condition, September 30, 1946 


RESOURCES 
Cash and Due from Banks $ 533,034,982.86 
United States Government Obligations 1,342,454,085.80 
Other Bonds and Securities 43,042,690.94 
Loans and Discounts 379,644, 125.69 
Stock in Federal Reserve Bank 3,600,000.00 
Customers’ Liability on Acceptances 921,425.12 
Income Accrued but Not Collected 5,480, 822.23 
Banking House 10,575 ,000.00 


$2,318,753,132.64 


Deposits $2,134,474,310.27 
Acceptances 921,425.12 
Reserve for Taxes, Interest, and Expenses 12,937,107.08 
Reserve for Contingencies 18,108,299.75 
Income Collected but Not Earned 255,101.23 
Capital Stock 60,000,000.00 
Surplus 60,000,000.00 
Undivided Profits 32,056,889.19 

$2,318,753,132.64 


United States Government obligations and other securities carried at 
$282,229,233.18 are pledged to seeure public and trust deposits and for 
other purposes as required or permitted by law 


Member Federal Deposit Insurance Corporation 





New Trust School 


In cooperation with the Corporate Fiduciaries 
Association of Chicago, Northwestern Univers- 
ity School of Commerce is conducting a four- 
weeks intensive training course in Trust De- 
velopment work commencing October 14. The 
course is intended to meet a growing public 
demand for trust services and to train trust 
representatives to give competent assistance to 
the public in formulating their estate arrange- 
ments. Classes will be held daily from 9:00 
A.M. to 5:00 P.M. with Saturdays being de- 
voted to examinations. 


The faculty of the school includes forty-five 
members of the staffs of the Schools of Law 
and Commerce at Northwestern and other uni- 
versities and colleges, practicing Chicago at- 
torneys, experienced trust development and 
administrative officers and specialists in allied 
fields. The course will be limited to twenty 
men in order that each may receive individual 
attention and training. It is believed this sets 
a new high in the ratio of instructors to 
students. 


As of October 3, nineteen individuals had 
registered for the course. Eleven banks and 
the Illinois Bankers Association are repre- 
sented, the latter by Dewey M. Beck, Director 
of Public Relations. 

This course was developed by the Public 
Relations Committee of the Corporate Fiduci- 
ary Association, of which John L. Chapman, 
trust officer, City National Bank & Trust 
Company, is the present Chairman. The Sub- 
Committee, which made all arrangements and 
handled all of the details of the outline of 
the course and secured the lecturers, was under 
the chairmanship of Harve H. Page, second 
vice president, Northern Trust Company, the 
other members of the Sub-Committee being: 
Mr. Chapman, Victor Cullin, assistant vice 
president, Chicago Title & Trust Company, and 


Wiebolt Hall, Northwestern University, where 
Trust Development course is being given 
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Lynn Lloyd, vice president, Harris Trust & 
Savings Bank. 


Sponsors of the course believe that the qual- 
ity and diversity of instruction will be superior 
to that which the banks and trust companies 
could render alone and at much lower cost. 
This is the first co-operative effort in this field 
which has been made in the Middle West, if 
not in the United States, and the sponsors plan 
to offer similar courses each year which may 
be open to trust representatives from other 
cities. 

Dean Vanderblue and Professor John Teevan 
of the School of Commerce have represented 
Northwestern University in planning the 
course, Harold J. Clark, member of the Chicago 
Bar, is co-ordinator of the course. 


0 


VA Approves A.I.B. Courses 


Correspondence courses of the American 
Institute of Banking, educational section of 
the American Bankers Association, have been 
granted blanket approval by the Veterans Ad- 
ministration for veteran training under the 
G. I. Bill of Rights. 


As a result, veterans of World War II may 
enroll for correspondence courses of the Insti- 
tute, the full costs of which will be borne 
by the Veterans Administration, to the extent 
of each veteran’s educational entitlement. Some 
150 chapters of the Institute in 32 states had 
previously been designated by their state ap- 
proval agencies as authorized educational facil- 
ities. 

O-————- 


Short Trust Course Planned 


The possibility of arranging for a Short 
Trust Course to be given at the University of 
Connecticut is being considered by the Trust 
Committee of the C.B.A. A questionnaire has 
been sent to members of the association to de- 
termine. the demand for such a course and its 
desired scope. The results will be reported when 
available. 


i 


Life-Trust Council Offers Course 


The Philadelphia Life Insurance and Trust 
Council is sponsoring a series of 10 lectures 
on estate planning, beginning October 19 and 
continuing each Saturday morning thereafter 
through December 21. The enrollment fee is 
$5 to members; $10 to others. The lectures, 
each by well known authorities in the legal, 
insurance and trust fields, are to be printed 
and distributed to registrants at the close of 
the course. C. F.\Merz, ef 1616 Walnut Street, 
is in charge of arrangements. 





PERSONNEL CHANGES IN TRUST INSTITUTIONS 


ALABAMA 


Birmingham—Milton Andrews was elected 
president of the BANK FOR SAVINGS AND 
TRUSTS, to succeed Walter E. Willett. He 
formerly was vice president of the FIRST 
NATIONAL BANK. 


CALIFORNIA 


Los Angeles—J. R. Johnson has been pro- 
moted to vice president and trust officer of 
BANK OF AMERICA, N. T. & S. A. He is 
president of the Southern California Trust 
Officers Assn. 


Los Angeles—Union Bank & Trust Co. has 
appointed Rod Maclean, widely known financial 
advertising man, to the post of advertising 
manager of the bank. Mr. Maclean, whose 
newspaper ads have won nationwide recogni- 
tion on numerous occasions, served two terms 
as secretary-treasurer of the Advertising Club 
of Los Angeles and is a director of the Finan- 
cial Advertisers Association. He was program 
chairman for the association’s national con- 
vention held in San Francisco this month. His 
material has appeared in numerous magazines 
of general circulation, as well as bank and 
advertising trade papers. 


San Francisco—SAN FRANCISCO BANK 
promoted Dwight K. Tripp from corporate 
trust officer to vice president. He entered the 
investment field in 1926 and has been connect- 
ed with the San Francisco Bank since 1938. 


DELAWARE 


Wilmington—O. H. P. Baldwin became vice 
president of the FARMERS BANK OF THE 
STATE OF DELAWARE, having recently re- 
signed as vice president in the trust depart- 
ment of the First Central Trust Co., Akron, 
Ohio. 


Wilmington—William S. Townsend, vice 
president, for 20 years in charge of the estate 
settlement division of the WILMINGTON 
TRUST CO., retired on September 30 after 
more than 38 years with the institution. He was 
presented with a silver bowl, a gift of the 
officers and employees. 


INDIANA 


Fort Branch—Former vice president, cashier 
and trust officer A. B. Hickrod was elected 
President of the FARMERS & MERCHANTS 
NATIONAL BANK to succeed the late Isaac 
N. Epperson. 


South Bend—FIRST BANK & TRUST CO. 
elected Joseph D. Barnette president to suc- 
ceed F. W. Van Antwerp, who became pres- 
ident of the Associates Investment Co. 


MASSACHUSETTS 


Boston—OLD COLONY TRUST CO., trust 
affiliate of the First National Bank, announced 
the following changes in personnel: Channing 
H. Cox retired as chairman of the board, but 
continues as a director; S. Parkman Shaw and 
Henry N. An- 
drews retired as 
vice presidents. 
Promoted to vice 
presidents are: 
Basil S. Collins, 
Charles, F. . Col- 
lins, John G. 
Cushman, Thomas: 
P. Salmon, Clem- 
ent C. Sawtell 
and Paul I. Wren. 
Newly-elected as- 
sistant vice pres- 
idents are: John 
A. Blanchard (al- 
so chairma n of 
the pension trust 
committee); 
Chandler Bigelow, Ernest B. Dunstan, James 
J. Faggiano, Augustin H. Parker, Jr., and 
Jumes Parker. New duties were assigned to 
four vice presidents: A. Stanley North became 
treasurer in addition to vice president; E. Rus- 
sell Davis secretary in addition to vice pres- 
ident; Charles Weston, vice president in charge 
of public relations; Arthur L. Coburn, Jr., vice 
president in charge of the investment division. 


BASIL S. COLLINS 


MICHIGAN 


Detroit—Seven officials of the DETROIT 
TRUST CO. retired October 1 and were hon- 
ored at a dinner held at the Detroit Club. They 
are: McPherson Browning, chairman of the 
board; Charles P. Spicer and Lawrence K. 
Butler, executive vice presidents; Ralph Stone, 


TRUST OFFICER WANTED 


Bank with a well developed trust department 
in a Southern city desires a qualified trust 
officer who is familiar with trust administration 
and experienced in the development of trust 
business. Reply, giving full information as to 


qualifications. Address: 
Box H-3-8 
TRUSTS: and ESTATES 


50 E. 42nd St. New York City 17 
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former president who has recently served as 
vice president; Frederick J. McGavin and Rob- 
ert L. Nixon, assistant vice presidents, and 
Walter E. Martin, trust officer. Messrs. Brown- 
ing, Spicer and Butler will continue in an 
informal advisory capacity. 

The following promotions were announced: 
V. C. Fratcher, H. R. Gleeson and C. B. Leon- 
hard to vice presidents; R. L. Thurman to 
treasurer; M. C. Stevens, C. E. Howard, R. L. 
Hatch and G. P. Hefferan to assistant vice 
presidents; H. C. Hilliker to trust officer; F. 
B. Oliver, P. L. Lutz, C. J. Winkler, W. G. 
Russell, H. Stanwick, J. C. Grix and D. A. 
McTavish to assistant secretaries. 


MINNESOTA 


Minneapolis—Harry L. Tyson, until recently 
trust officer and assistant secretary, became 
assistant cashier in the instaiment loan de- 
partment and Walter R. Johnson, assistant 
cashier in the mortgage department, at 
NORTHWESTERN NATIONAL BANK. 


NEW JERSEY 


Roselle—Russell J. Apgar, formerly trust 
officer and cashier, was appointed president 
of the FIRST NATIONAL BANK, succeeding 
John Dalrymple, who resigned to become exe- 
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cutive vice president of the Lafayette National 
Bank, Brooklyn. Robert E. Tuttle was named 
trust officer and cashier. Mabel A. Chilver, 
assistant trust officer, was also named assist- 
ant cashier. 


NEW YORK 


Brooklyn—Col. Walter Carlin, one of the 
organizers of the LAFAYETTE NATIONAL 
BANK and chairman of the board since 1929, 
became president to succeed the late George 
P. Kennedy. 

Scarsdale — SCARSDALE NATIONAL 
BANK & TRUST CO. elected J. Henry Neale 
as president to succeed Rush Wilson, who be- 
came chairman of the board. 


NORTH CAROLINA 
Rocky Mount—Braxton B. Townsend became 
assistant trust officer of the PEOPLES BANK 
& TRUST CO. 
Kinston & Tarboro—At EDGECOMB BANK 
& TRUST CO. (Tarboro), Clifton Grady was 
elected assistant cashier and trust officer. He 


was formerly an assistant cashier at the 
COMMERCIAL NATIONAL BANK, Kinston. 


OHIO 
Akron—See Wilmington, Del. 





FEE 


TRUST SERVICE 
EXCLUSIVELY 


Detroit Trust Company, with 
over forty years’ experience 
in every phase of trust busi- 
ness, is especially qualified 
to serve in any Situation re- 
quiring a Michigan fiduciary. 


DETROITTRUST @MPANY 
201 W. FORT STREET Detroit, Michigan 


Executor - Custodian - Trustee - Registrar 
Transfer Agent - Trustee for Corporations 





Cincinnati—CENTRAL TRUST CO. elected 
Allan M. Cooper an assistant vice president. 
Mr. Cooper, prior to service in the armed 
forces, was employed in the banking and trust 
departments of the New York Trust Co. for 
14 years. 

Cleveland—George W. Blauvelt and William 
A. Hobbs were promoted to vice presidents at 
the NATIONAL CITY BANK; Louis H. Ewald, 
N. T. Penty and Elroy Pearson, to trust offi- 
cers. Mr. Blauvelt has been engaged in security 
analysis and trust investment work. 


PENNSYLVANIA 


Bridgeport & Conshohocken—Joseph J. Mul- 
roy was elected cashier, secretary and assistant 
trust officer of the BRIDGEPORT NATIONAL 
BANK, having recently resigned as trust offi- 
cer of the FIRST NATIONAL BANK, Con- 
shohocken. He succeeds M. H. Griffiths and 
Willis K. Lederach in those capacities. Arthur 
W. Bean, an attorney, was named trust officer 
to succeed Elgin H. Lenhardt, who resigned. 


TEXAS 


Houston—T. W. Gregory, Jr., representing 
First National Bank interests which recently 
acquired control of FIDELITY TRUST CO., 
was elected president of the trust company, 
and will continue as vice president of the First 
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National. W. N. Sick, former assistant vice 
president of First National, became executive 
vice president of Fidelity, and Marcus Thomas 
(formerly secretary, assistant treasurer and 
assistant trust officer) elected cashier and 
trust officer at Fidelity. 

Meadville—Edward H. Dilley, formerly vice 
president, was made vice president and trust 
officer of the CRAWFORD COUNTY TRUST 
CO., to succeed the late L. C. Beatty. 


WISCONSIN 


Racine—Benjamin J. Bleakley was elected 
to the presidency of FIRST NATIONAL BANK 
& TRUST CO. 


Oe 


West Virginia Bankers Association elected 
John G. Timberlake (trust officer of the Union 
National Bank, Clarksburg) as president of 
the Trust Division. Other division officers: 
first vice president: L. C. Horter (vice pres- 
ident and trust officer, National Exchange 
Bank, Wheeling); second vice pres.: J. W. 
Howard, (trust officer, McDowell County Na- 
tional Bank, Welch); third vice pres.: R. L. 
Bentz (vice president and trust officer, Old 
National Bank, Martinsburg) ; secretary: E. C. 
Thomas (trust officer, Central Trust Co., 
Charleston). 
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ESTABLISHED 1879 


DIAMONDS 


PEARLS, EMERALDS, RUBIES, 
SAPPHIRES, JEWELRY, GOLD, 
SILVERWARE 
PURCHASED FOR CASH 
AT CURRENT HIGH PRICES 
ee e e @® 
EXPERT APPRAISALS 
SUBMITTED IN WRITING 
BONDED APPRAISERS 


NOTE: Not all Appraisals are given 
Correctly. Care should be exercised 
in selecting the Expert capable of 
Appraising Jewels 


OFFICIALLY ACCEPTABLE TO BANKS 
INSURANCE COMPANIES, COURTS, 
ESTATES, TAX AUTHORITIES, ETC. 


551 FIFTH AVENUE, N. Y. C. 


et 45th St. (Suite 1001) 
MU rray Hill 2-8899 





VRUSTS and ESTATES—October 1946 


BANK MERGERS 


Wilmington, Del.—The boards of directors of 
the Wilmington Trust Co. and the St. Georges 
Trust Co. have approved merger of the two 
institutions, to be known as the WILMING- 
TON TRUST CO., subject to approval by two- 
thirds of stockholders. All personnel of the 
St. Georges Trust will be absorbed by the 
Wilmington. 

Washington, D. C—AMERICAN SECUR- 
ITY & TRUST CO. will take over the Columbia 
National Bank if the proposal is approved by 
stockholders of both institutions, November 5. 
Directors have already approved. 

Indianapolis, Ind—The UNION TRUST CO. 
and the SECURITY TRUST CO are planning 
to merge under the name of the former, sub- 
ject to approval of stockholders and directors, 
in November. The Security Trust building will 
house both companies during construction of a 
new building on the same site. Personnel will 
remain the same, and Irving W. Lemaux, pres- 
ident of Security, will be first vice president. 


Morristown, N. J.—Merger of the Morris- 
town Trust Co. and the American Trust Co., 
under the name of MORRISTOWN TRUST 
CO., became effective as of close of business 
September 13, 1946. Personnel remains the 
same. 


Pittsburgh, Pa. — MELLON NATIONAL 
BANK & TRUST CO., the world’s fifth largest 
commercial bank, formed by the merger of 
the Union Trust Co. and the Mellon National 
Bank, opened for business September 23, with 
combined surplus of $90 million and capital of 
$60 million. This is the largest bank merger in 
16 years. Richard K. Mellon is chairman of the 
board; Clarence Stanley, chairman of the execu- 
tive committee; Lawrence N. Murray, pres- 
ident; Arthur M. Scully and Ralph S. Euler, 
senior vice presidents. In the trust department, 
Mr. Scully remains in charge; vice presidents 
are L. C. Barry, D. M. Gilmore, and R. M. 
Repp, Jr. 


EXECUTIVE COMMITTEE OF THE NEWLY FORMED MELLON NATIONAL BANK 
AND TRUST COMPANY OF PITTSBURGH 


(Members of the trust committee are indicated by asterisks) 


Left to right, front row are: Roy A. Hunt, president, Aluminum Company of America; 
Frank R. Denton,* vice chairman of the Bank; Clarence Stanley,* chairman of the 


Bank’s executive committee; Arthur V. Davis, chairman, Aluminum Company of 
America; David A. Reed (former Senator) of Reed, Smith, Shaw & McClay; top row: 
Benjamin F. Jones III,* vice president, Jones & Laughlin Steel Corp.; Lawrence N. 
Murray,* president of the Bank; William Watson Smith of Smith, Buchanan & Inger- 
soll; William P. Snyder. Jr., president, Shenango Furnace Company; Richard K. Mellon, 
chairman of the Bank’s board; and William M. Robinson* of Reed, Smith, Shaw & Mc- 
Clay. J. Frederic Byers,* chairman, A. M. Byers Company and William L. Mellon, 
chairman, Gulf Oil Corporation, were absent when picture was taken. Messrs. Reed, 
Smith, and Robinson, attorneys are not directors, but are members of the advisory 
committee which meets with executive committee. 
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Owners may initiate strictly confidential 
negotiations directly with us or through 
their bank, accountants or attorney. It has 
been our consistent policy to continue exist- 
ing executive and operating management 
wherever possible and practical. 


Inquiries should be addressed to Chairman 
of the Board and marked “confidential.” 
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CORPORATION 


565 Fifth Ave., New York PL 3-7870 
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Trust Institution Briefs 


Magnolia, Ark.—Effective September 12, the 
FIRST NATIONAL BANK was granted trust 
powers under the Federal Reserve Avt. 


Fresno and San Francisco, Cal.—ANGLO 
CALIFORNIA NATIONAL BANK establish- 
ed a branch office at “L” and Fresno Streets. 
While there will be no trust department, it 
will be serviced by trust advisors who will 
periodically make trips to Fresno and nearby 
cities from the main office in San Francisco. 


Moline, IIL—MOLINE STATE TRUST & 
SAVINGS BANK has converted into a national 
bank, under the title of FIRST NATIONAL 
BANK OF MOLINE, and retains trust powers. 


Shelbyville, I1—SHELBY COUNTY STATE 
BANK was granted a trust certificate in Illi- 
nois, August 2, 1946. 

Urbana, Ill. — CHAMPAIGN COUNTY 
BANK & TRUST CO. was granted :a trust cer- 
tificate, July 5, 1946. 

Lincoln, Neb, — FIRST TRUST CO. an- 
nounced removal of its offices to the Trust 
Building at 10th and O Streets, Lincoln, as of 
September 3. 


Cleveland, Ohio—The business of the Lorain 


Property Facts 
Are Basic 


The starting point for sound 


solution of problems involv- 
ing planning, administration 
and settlement of estates is 
an accurate knowledge and 
record of Property Facts 
and values. 


The AMERICAN 


APPRAISAL 
| Company 


VALUATIONS + PROPERTY RECORDS 
DEPRECIATION STUDIES 


Street Bank has been formally acquired by 
the CLEVELAND TRUST CO., its offices to 
be operated as branches at Lorain Ave. and 
Fulton Road, Detroit and Cook Avenue,. Lake- 
wood; and Lorain Avenue and West 130th 
Street. George Gund, president of the Cleve- 
land Trust, notified customers by letter that 
“this change makes available to you all the 
varied banking and trust services of one of 
the largest savings, commercial and trust in- 
stitutions in the United States.” 


Toronto—Toronto General Trusts Corp. an- 
nounces that, following the policy of expansion 
in western Canada, which they have steadily 
pursued since 1902, they are now raising the 
status of their Edmonton office to that of a 
full branch. This makes the sixth office render- 
ing general trust and agency services to be 
opened at a strategic centre in the four west- 
ern provinces. Edmonton was formerly oper- 
ated as a sub-branch of Calgary. A strong local 
advisory board has been appointed under the 
chairmanship of H. R. Milner, K.C., senior 
partner of the law firm of Milner, Steer, Dyde, 
Poirier, Martland and Bowker of Edmonton, 
and president of several utility companies, in- 
cluding Northwestern Utilities Limited. The 
new office will be managed by C. B. Clark, 
formerly manager at Calgary. 





Hargan Named Trust Division 
Secretary 


Edward F. Hargan has been appointed Secre- 
tary of the newly organized Trust Division of 
the New York State Bankers Association, it 
was announced by 
Chester R. Dewey, 
President of the 
Association and 
head of the Grace 
National Bank, 
New York City. 
Mr. Hargan, for- 
merly with the 
legal and legisla- 
tive department 
of the American 
Petroleum Indus- 
tries Committee 
of the American 
Petroleum Insti- 
tute, was also 
named an Assist- 
ant Secretary of 
the Association. 

With the Petroleum Institute for the past 
three years, Mr. Hargan specialized in Federal 
and State taxation, labor and Social Security 
laws, and constitutional law. Statutory amend- 
ments prepared by him have been adopted in 
the states of New Jersey, New Hampshire, In- 
diana, Pennsylvania, Mississippi, and Michigan. 

For nine years he was an attorney in the 
trust department of the Bank of the Manhattan 
Company. He has served as tax consultant for 
the Guaranty Trust Company and the Central 
Hanover Bank and Trust Company. Mr. Hargan 
is a graduate of the University of Notre Dame, 
and the Brooklyn Law School. 

The following committees were established 
at the recent organization meeting of the 
Trust Division. 


EDWARD F. HARGAN 
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Trust Policies: Chairman, Aurie I. Johnson, 
vice president, First Trust & Deposit Co., Syra- 
cuse. 


Trust and Estate Law: Chairman, Bernard 
A. Gray, president, Northern New York Trust 
Co., Watertown. 

Costs: Chairman, William T. Haynes, vice 
president and _ secretary, Marine Midland 
Group, Inc., Buffalo. 

Common Trust Funds: Chairman, Baldwin 
Maull, vice president, Marine Midland Trust 
Co., New York. 

Trust Investments:: Chairman, Brian P. 
Leeb, vice president, Bankers Trust Co., New 
York. 


0 


In Memoriam 


JOSEPH F. SARTORI, chairman of the 
board of the Security-First National Bank, Los 
Angeles, of which, with its predecessor insti- 
tution, the Security Savings Bank & Trust Co., 
he had been head for more than 55 years, died 
October 6 at age 87. 

ARCH W. ANDERSON, chairman of the 
board of directors of California Bank and 
president and a director of the California 
Trust Co., Los Angeles. 

JOHN S. KEIL, vice president and trust 
officer of the First National Bank, Coffeyville, 
Kansas. 

PHILIP R. TUTHILL, chairman of the 
board, president and trust officer of the Matti- 
tuck (N. Y.) National Bank & Trust Co. 


—————0 


Oregon Bankers Association appointed R. 
A. Welch, trust officer, First National Bank 
of Portland, as chairman of the Committee 
on Trust Powers for the year 1946-47. 
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A NATIONAL ESTATES WEEK 


Proposal for Concerted Effort on Need 
for Wills and Revision 


BENJAMIN S. DEBOICE 
Probate Judge of Sangamon County, Springfield, Illinois 


OR almost sixteen years I have watched 

a never ending procession of estates 
pass before me in the Probate Court over 
which I preside. The frequency with which 
these estates reveal an utter lack of fore- 
thought and understanding on the part of 
the decedent as to what would happen to 
his estate, and the many tragedies I have 
witnessed as a result of this neglect, have 
prompted me to start a movement for the 
establishment of a National Estates Week. 


A special week devoted to a concerted 
publicity and educational program, aimed 
at awakening people to the fact that there 
are many things which should be done with 
reference to estates, would fill a great public 
need. 


The most frequently neglected estate is 
that of the wage earner or white collar 
worker, whose estate consists chiefly of a 
little home, a savings account and perhaps 
a bond or two. How tragic it is to see the 
bereaved widow of such a person have to 
struggle through expensive probate pro- 
ceedings because of the thoughtlessness of 
her husband. Had he put the title to the 
home in joint tenancy (which is recognized 
in most of our states) and carried his se- 
curities and bank account in joint tenancy, 
things would have been much simpler and 
less expensive for the widow. 


Then, we see the man with substantial 
means leaving a business whose value would 
be materially impaired if it ceased to oper- 
ate for even a short period, — yet, leaving 
either no will at all, or one entirely inade- 
quate to meet the situation. It seems that 
too few people have even the slightest con- 
ception of when a-will is needed. Of those 


who do leave a will, a large percentage only 
declare what the Statute of Descent would 
do with their property any way. Proper 
planning can facilitate the administration 
tremendously. Sometimes substantial tax 
savings may be effected and the provisions 
of the will so phrased as to avoid complicat- 
ed tax problems which may arise. 
To Stress Annual Review 
NYONE with an estate in the Federal 
estate tax bracket should review his 
estate plan annually to be sure some change 
in the tax laws does not jeopardize the 
whole plan and place an unintended and un- 
necessary burden of taxation upon the bene- 
ficiaries. An other important reason for an 
annual review is the fact that the ever 
changing economic cycle produces changes 
in the condition of estates and in the oper- 
ation of testamentary trusts. For instance, 
a millionaire today will write a millionaire’s 
will and later die with an estate worth only 
a few thousand dollars. The million-dollar 
will would very likely be inappropriate. 
The converse is likewise true. 

By the same token, the earning power of 
capital changes with the shift in our eco- 
nomic conditions and a trust established 
when money was earning six percent would 
no doubt be inadequate to meet the situa- 
tion when the earning power of money has 
fallen to one or two percent. I have seen 
many a testamentary trust which resulted 
in hardship for the ones to whom the testa- 
tor intended to give an adequate income, in- 
dependence and comfort. Again, we have the 
horrible example of the will disposing of 
only -a moderate sized estate, but which ties 
up property uselessly, leaving the heirs a 
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legacy of poverty and disappointment be- 
cause the deceased never stopped to figure 
out just how the will would work out .in 
practice. 


If a National Estates Week did nothing 
‘more than persuade people to review their 
wills in the light of changed economic as 
well as other conditions, it would fully justi- 
fy itself. It is regrettably true that a large 
percentage of the people who write trust 
provisions into their wills never take the 
trouble to sit down with a pencil and paper 
and actually figure out just how that trust 
will operate, what income it will produce 
for the beneficiary, and how a change in 
conditions will affect the administration and 
income of the trust. No trust should ever be 
established that does not contain sufficiently 
elastic clauses to permit the trustee to car- 
ry out the testator’s intentions as fully as 
possible. 

Just as a man’s fortune changes, so also 
a man’s family ties, relationships and obli- 
gations shift. An annual review of the pro- 
visions one has made for his family would 
be a healthful and beneficial addition to our 
national life. Of course, it would stimulate 
business for lawyers, trust companies and 
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insurance companies, but it would also re- 
sult in increased happiness and well being 
on the part of our citizenry as a whole. I 
am sure it would justify every cent and 
every ounce of energy expended to bring it 
about. 


Joint Effort of Groups 


RUST companies, lawyers associations 

and insurance men’s groups could well 
afford to promote the idea of a National Es- 
tates Week as an annual event. Civic clubs 
could devote their program during this 
week to a talk by some competent speaker 
on the subject. Likewise, church groups, 
farm bureaus, labor unions and fraternal 
organizations could be persuaded to have 
special speakers and devote a part of their 
program to this subject. 


Lawyers associations could furnish com- 
petent speakers for these groups on the sub- 
ject of what can be done to facilitate the 
handling of estates under the law of their 
particular state. The State Bar of Cali- 
fornia has recently gone so far as to approve 
advertising by local bar associations, and it 
is my understanding that consideration is 
being given to advertising copy on wills. 
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Trust officials could advise on the tech- 
nique of setting up a trust that will operate 
effectively to protect the interests of the 
beneficiary, even in the face of changed 
economic conditions. Insurance men could 
advise as to the part insurance can play 
in an intelligent estate structure and how 
insurance can solve the problem of ready 
money to pay Federal estate taxes and oth- 
er expenses incident to death. Public ac- 
countants and tax specialists might have a 
word to say as to how intelligent fore- 
thought and planning of an estate could 
relieve or simplify some of the tax prob- 
lems. 


All these things would contribute to the 
general fund of knowledge which Mr. John 
Q. Citizen needs in order to make an in- 
telligent plan for his estate. A man’s es- 
tate is his business, but he cannot be here 
to look after it, so he should give it at least 
the same careful thought and planning he 
gives to the current problems of his busi- 
ness and so arrange his estate that its prob- 
lems will be amply provided for in advance. 

I have for years talked to civic groups 
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on this subject and have found them uni- 
formly attentive and receptive to my ideas. 
I am sure a National Estates Week would 
meet with great popular favor because it 
would give the public an opportunity to get 
advice and information on a subject of vital 
interest. 


I would suggest the first week of January 
as National Estates Week. First, because 
that is the season of the year when people 
are accustomed to “take stock” of their af- 
fairs, make up annual inventories, figure 
income in anticipation of the March 15th 
tax dead line and generally reappraise their 
business situation. Likewise, coming imme- 
diately after the Holiday Season, the senti- 
mental ties of family engendered by the 
Christmas spirit are still fresh in our minds 
and would give additional impetus to do 
something about our estates. 


Alone I cannot hope to get this idea 
adopted on a nationwide scale. With the 
cooperation of bankers associations, State 
bar associations, insurance men’s groups, 
etc., this movement can spread to every 
state in the union. 
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SUGGESTIONS FOR DRAFTING TRUSTS 


Clauses Found Useful in Administration 


R. M. ALTON 
Vice President and Trust Officer, The United States National Bank of Portland, Oregon 


OWHERE in the drafting of instru- 

ments is there found a greater basic 
need for the use of unambiguous language 
than in trust documents. In fact it would 
seem that no attempted instruction at all 
wound be preferable to language that is not 
clear and concise. 


This situation very often is reflected in 
a desire on the part of the trustor to check 
the trustee without actually saying so in 
unmistakable language, and frequently is 
evidenced by the appointment of advisors 
or consultants to whom the trustee must 
refer his acts. Usually in these appoint- 
ments there is no indication in the agree- 
ment as to whether or not the trustee is to 
be bound by the advice or consultation so 
received, or whether it is merely a gratui- 
tous gesture on the part of the advisor or 
consultant. To avoid this ambiguity, it 
should be established that the trustor ex- 
pects the advisor or consultant to assume 
some legal liability along with the trustee, 
or, if not that, the advisor or consultant is 
to give his advice without personal respon- 
sibility. 

It should also be defined whether or not 
the advisor or consultant is to receive com- 
pensation for his services, and in what 
amount. If such advisor or consultant does 
not stand in the position of a co-trustee, it 
should be clearly stated just what is his re- 
sponsibility for the aggressive handling of 
the trust property itself, and what his du- 
ties are as to motivating changes in the 
trust account; further, if the consultant 
does not motivate changes, whether or not 
there is responsibility for failing to do so. 


Exculpatory Clauses 


Those of us in the business of trustee- 
ship do not believe that “exculpatory” claus- 
es are proper or sound. In the Statement of 
Principles, adopted by the Trust Division 
of the American Bankers Association, it is 
declared: “It is the duty of a trustee in ad- 
ministering trusts, to exercise the care a 
prudent man familiar with such matters 


From address before Oregon Bar Associ- 
ation, Annual Meeting, September 6, 1946. 


would exercise as trustee of the property of 
others.” This quotation indicates the high 
standard set for themselves by those en- 
gaged in this type of business. An exculpa- 
tory clause attempts to reduce the degree of 
care and responsibility that would normally 
be exercised by a trustee. Such a clause 
should not legally and cannot morally re- 
lieve the trustee from the standard of ex- 
cellence that he has set for himself in the 
handling of trust business. 


However, there is a wide difference be- 
tween an exculpatory clause which permits 
of a reduced grade of trusteeship and an 
indemnifying provision which permits the 
trustee to be relieved from a liability which 
it assumes because of some positive action 
taken in respect to the trust property. The 
argument usually given is not really on ex- 
culpatory clauses, against which all proper 
trustees are in agreement, but is extended 
to include indemnifying provisions which 
are not exculpatory clauses at all, in that 
they do not lower the standards of trust 
performance but simply protect the trustee 
against a liability which it assumes when 
acting aggressively for the benefit of a 
trust, and where, if unsuccessful, it creates 
for itself a liability that could not be reim- 
bursed from the trust assets. 


A good example of the difference between 
an exculpatory clause and an indemnifying 
clause relates to the collection of life insur- 
ance proceeds by a trustee. An insurance 
company for some reason refuses to pay 
the proceeds to the trustee of a life insur- 
ance trust. The beneficiaries urge that a 
suit be brought to collect the insurance. 
There are no funds in the trust with which 
to bring such a suit, or if it is lost, to pay 
the costs thereof. Therefore, almost all life 
insurance trusts have a provision that the 
trustee shall not be required to maintain 
litigation to enforce the payment of poli- 
cies, unless it is indemnified in the amount 
of the expense and liability arising from 
such litigation. 


Tax Payment 


The government in most cases has be- 
come not only.the principal but certainly 





the preferred beneficiary, so far as the 
quick assets of an estate are concerned. 
Therefore, it behooves the draftsman of 
any trust to study carefully the tax situa- 
tion created under the distribution clauses 
of the agreement and, if possible, prepare 
the estate for the impact of these levies. A 
clause determining what sources are to bear 
the burden of taxation will be advanta- 
geous to all concerned. It has come within 
my own experience to see the income to life 
beneficiaries held up for a period in excess 
of two years while the normal income of 
the trust was diverted to repay tax debts. 
A properly drawn tax clause could have 
solved the problem to the enlightenment, if 
not the satisfaction, of the affected benefi- 
ciaries. The payment of these taxes cannot 
be left to the operation of the law without 
usually upsetting the normal intention of 
the trustor. The preparation of this clause 
is of prime importance if an orderly and 
economical schedule of distribution is to be 
obtained. 


Investments 


If the trustor does not have sufficient 
confidence in the trustee to give him wide 
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latitude in the matter of investments, then 
the trust should not be established. No one 
can determine what the proper rules for 
investment will be twenty years from today. 
We now have trusts under our supervision 
in which we have been given authority to 
invest only in first mortgages on improved 
property in the city of Portland, the loan 
not to exceed 50% of the appraised value, 
and bearing not less than 6% interest. Such 
a rule, if applied today, would produce a 
group cf mortgages in which either the 
mortgagors were incapable or would be 
based upon properties which should not be 
found as security for trust advances. Let 
the trustee make such investments as it 
may determine beneficial to the trust estate 
and not hide behind a legal list under which 
it can make just as many mistakes. 


It is further recommended that the trus- 
tee be given the right, without penalty, to 
hold for a reasonable time the non-qualify- 
ing investments that are left to it by the 
trustor, since a great many investments 
coming to the trustee today are not those 
that a prudent trustee would purchase. It 
should be given an opportunity of disposing 
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of these non-qualifying items in a market 
that would be most favorable to the trust. 


Advances 

The trustee should also be authorized to 
loan its own funds for any trust purpose, 
at prevailing interest rates. The advantage 
of such a provision can be seen in the condi- 
tion of today’s market. Where a bond has 
been called, the trustee knows it will be in 
possession of cash on a certain day. If the 
trustee is foresighted, it will immediately 
invest the funds to be obtained from such 
a call in some other security and pay for 
it out of the call price when received. This 
will leave a hiatus of time between the col- 
lections on the call of the bond, and the in- 
vestment of the funds in a new security. 
It will therefore be advantageous for the 
aggressive trustee to have authority to ad- 
vance its own funds for the purchase of 
new securities and be reimbursed from the 
proceeds received from the securities called. 


Real Estate Powers 

In many cases the trustee may acquire 
real estate not originally contemplated in 
the agreement through foreclosure of a 
mortgage, or in some other manner. It is 
embarrassing to find that you hold property 
in a trust and have no authority to lease, 
repair or rebuild in order to take advantage 
of favorable opportunities. Such authority 
can be obtained by applying to the court, 
but the procedure takes time and money and 
is not conducive to good, aggressive real 
estate management. 
Nominee Registration 

Authority should be given to the trustee 
to hold stock in the name of its own nom- 
inee, if it has one. Among the transfer 
agents of this country there apparently is 
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no unanimity of opinion as to just what 
authority is required when you attempt to 
sell stock registered in the name of a trus- 
tee. A trustee attempting to act aggressive- 
ly in a rapidly moving or declining market 
very often finds itself delayed in the com- 
pletion of sell orders to a point where such 
a sale is disadvantageous to the trust. These 
delays can be obviated by using the name of 
the nominee, thus avoiding the necessity of 
exhibiting the trust agreement to the trans- 
fer agent. 


Trustee’s Stock 


Where stock of the trustee itself is held 
as a part of the trust, it should be remem- 
bered that good trusteeship does not permit 
and the federal law, particularly in refer- 
ence to national banks, forbids the voting of 
this stock for directors unless such voting 
has first been approved by the beneficiaries. 
This, of course, is to prevent the trustee 
from gaining control of its own organiza- 
tion through trusteed stocks, as distin- 
guished from those held by the general pub- 
lic. Therefore, should this situation arise, 
it is suggested that authority be given some 
one to vote the stock held by the trustee or 
that this restriction be specifically waived 
by the trustor. 


Additions 


The right of interested parties to add 
additional property to the trust for distri- 
bution in accordance with the terms there- 
of, is a clause that can be effectively placed 
in agreements where there is a thought that 
others may wish to increase the trust and 
consolidate the trust property in one ac- 
count for the benefit of the same benefici- 
aries. 





We take pleasure in announcing 
the affiliation of 


MYRON H. WILSON, JR. AND ASSOCIATES 


Hanna Building 


Cleveland, Ohio 


with our organization, 


effective October 1, 1946. 


WICKENDEN, MORSS AND ASSOCIATES 


Consultants —- Employee Benefit Planning 
295 Madison Avenue, New York 17 


In Midwest States: : 


Paul Whiteside Willer-Petersen ¢ 
Chicago - Hutchinson, Kan. - Colorado Springs 


Philadelphia ¢ 


Providence ¢ 


In Canada: 
William M. Mercer Limited 


Vancouver - Toronto - Montreal 





Successor-Trustees 

It is also advantageous to the trustee 
and the beneficiaries that a provision be 
made for a successor-trustee, should that 
become necessary, and it is usually done 
with the requirement by the trustor that 
the standard originally set for the trustee 
will not be reduced in the selection of a 
successor. 


Alienation 

Another specific clause which should ap- 
pear in trust agreements is the “spend- 
thrift” clause, under which neither the 
principal nor the income is liable for the 
debts of the beneficiaries, and the trustee 
is not permitted to approve the alienation 
of the benefits of the trust by any benefi- 
ciary thereunder. Our Supreme Court has 
not passed directly upon the validity of such 
clauses but in other jurisdictions it has 
been held that such a clause is a protection 
against the misuse of the trust through an- 
ticipation and alienation by the benefici- 
aries. 


Last Expenses 

Often elderly people who are beneficiaries 
of trust income have no funds for burial 
or last illness expenses. Experience has in- 
dicated the wisdom of a clause permitting 
the trustee to pay these expenses out of the 
corpus of the trust before distribution to 
legatees. 


Accountings 

The beneficiaries are entitled to periodic 
accountings of the trust property. It is 
within the power of any trustor setting up 
a trust agreement to specifically state the 
intervals and number of accountings that 
will be required under his trust. Since the 
type of accountings should be as varied as 
are the number of trusts and types of prop- 
erty involved, accounting requirements 
would best be left to the provisions of the 
trust itself, rather than to a statute which 
would cover everything, and in most cases 
be nothing. 

In conclusion, if I were suggesting a 
form of trust agreement to be used in ex- 
pressing the wishes of a trustor, whether 
it be for a limited time or one which would 
send the trustee into the successive dawns 
of perpetuity, I would suggest that the trus- 
tee be clothed not in the scanty shroud of 
the deceased testator, but rather be fully 
armed with ample authority to cope proper- 
ly vith the challenge of the continuous po- 
litical, social and economic upheavals of this 
bewildered world. 
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Estate Tax 

Contingent power of appointment causes 
inclusion in estate. Decedent created a liv- 
ing trust, under the terms of which he re- 
served a power of appointment. It was pro- 
vided, however, that if he were survived by 
a descendant, this power could be exercised 
only with respect to one-half the property. 
Decedent was survived by a son. He ex- 
ercised the power of appointment with re- 
spect to one half of the property but the 
birth of the son precluded his right to dis- 
pose of the other one-half. The Commission- 
er included in the estate the portion of the 
trust over which the decedent possessed 
the contingent power of appointment. Plain- 
tiffs filed a claim for a refund, arguing 
that the reservation of control was com- 
pletely severed by the birth of decedent’s 
son. HELD: For defendant. Under the doc- 
trines established in the Goldstone, Fideli- 
ty- Philadelphia Trust Company and Hal- 
lock cases, it is clear that the decedent re- 
tained such a string of control as to make 
the property over which he possessed the 
contingent testamentary power of appoint- 
ment includible in his estate. The fact that 
the subsequent birth of a descendant would 
deprive him of the right does not preclude 
the inclusion. It is the string or continued 
element of control that is dispositive. The 
indefeasibility of the interest prior to death 
is unnecessary and indecisive of estate tax 
liability. Chemical Bank & Trust Co. v. 
Erly, U. S. D. C., E. D. Va. Civil Action, 
#105, June 14. 

Previously taxed property—partial mort- 
gage deduction. Inheritance taxes allowed. 
Decedent’s wife predeceased him by ap- 
proximately two years. Her will was not 
probated by the time he died and, there- 
fore, her estate was never formally ad- 
ministered. Prior to his death, however, the 


husband as executor filed a Federal Estate 
Tax return and paid the tax. After his 
death, a deficiency tax, with interest, was 
assessed and paid on the wife’s estate. 
When the return was filed for the husband’s 
estate and the tax paid, the Commissioner 
determined another deficiency which was 
paid by that estate. A claim for refund was 
filed with respect to the latter estate. In 
this claim, plaintiff sought to establish the 
right to deduct, as property previously 
taxed, one-half of the estate tax due on the 
wife’s estate; interest thereon to time of 
the husband’s death; one-half of the Tex- 
as inheritance tax; one-half of the wife’s 
income tax for 1938; interest on the above 
to husband’s death; and one-fourth of a 
mortgage existent on wife’s estate at the 
time of her death. HELD: Plaintiff is en- 
titled to recover the sum sought, plus inter- 
est from date of payment of the tax. There 
existed no uncertainty nor contingency with 
reference to any unsettled or undisclosed 
figures at the time of the wife’s death nor 
after the death of the husband. Evecutor v. 
Thomas, U.S. D. C., N. D. Tex., Dallas Div., 
#1943, Civil, June 26. 

Renunciation of rights under trust re- 
moves property from estate. Decedent ex- 
ecuted a trust indenture in 1923. The period 
of the trust was for 10 years, and the ac- 
cumulations were to be held by the trustees 
and then distributed to the settlor. In the 
event of the death of the settlor, certain 
beneficiaries were to participate in the 
trust estate. Under the original trust and 
two amendments, the settlor retained an 
absolute power of revocation. On February 
14, 1933, however, he again amended the 
trust, at which time he renounced the power 
of revocation, together with possession or 
dominion over the trust and its income. The 
agreement provided that neither the corpus 





nor the income would be subject to distri- 
bution until the death of the settlor, and 
then would devolve to designated benefi- 
ciaries. In the event of failure of such bene- 
ficiaries, the trust was to be distributed in 
accordance with the statutes of Missouri. 


When the trust was created, the settlor 
was in comparatively good health. Its main 
purpose was to withdraw certain securities 
from the settlor’s active business, simul- 
taneously accomplishing income tax sav- 
ings. Until his death in 1941 he was active 
in his business enterprises. On the theory 
that the decedent retained an interest in 
the trust, or that the trust was created in 
contemplation of death, the Commissioner 
assessed an additional estate tax. This hav- 
ing been paid, suit was instituted to obtain 
a refund of the full amount plus interest. 
HELD: Plaintiffs are entitled to a refund 
in the amount sought, plus interest. There 
can be no doubt about the completeness of 
the renunciation of interest in and right of 
dominion over the trust, in view of the 
1933 amendment. The contention that the 
transfer was made in contemplation of 
death cannot be sustained from the facts. 
Decedent was in good health at the time 
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of the transfer, enjoyed life in every way, 
and was actively engaged in business en- 
terprise. First National Bank of K. C. v. 
Nee, U. S. D. C., W. D. Mo., W. Div. #3231, 
August 5. 


Value of collateral stock reduced by de- 
ducting annuity liability. Decedent and his 
wife, having been separated, entered into 
an agreement under the terms of which de- 
cedent agreed to provide support for his 
wife and minor son. To guarantee the sup- 
port payments, decedent assigned 74 shares 
of certain stock to the trustee under the 
agreement. It was provided that if decedent 
failed to pay the trustee the monthly sup- 
port sum of $275, and if the trustee con- 
cluded that the stock had become impaired 
as “security”, it was to enforce its right, 
through the stock, to exercise control over 
the company. The agreement further pro- 
vided that if the son survived the father, 
he would receive the stock upon the death 
of the mother. If decedent survived both, 
he would receive the stock. Decedent paid 
the monthly sums due and received the div- 
idends on the stock and, therefore, retained 
control and management of the company 
throughout his lifetime. Decedent prede- 
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ceased his wife and the question of the 
value of the stock for estate tax purposes 
arose. HELD: Only so much of the stock 
as was necessary to constitute security for 
the monthly support payments was trans- 
ferred. The worth of the stock, for estate 
tax purposes, is the difference between its 
stipulated value and the cost of an annuity 
which would provide $275 per month for 
life for a widow aged 62. This difference 
is the amount includible in the gross estate. 
Estate of Joseph Clark v. Comm., TC Dock- 
et #7229, August 9. 
Gift Tax 

Delivery of shares and new registration 
unnecessary to complete gift. Petitioner 
created nine trusts for his four children, 
naming himself as trustee. He transferred 
certain shares of stock to each trust. On De- 
cember 29, 1938, petitioner mailed letters 
to the transfer agents of the corporations 
whose stock was involved, instructing them 
to transfer the stock and register it in his 
name as trustee in the case of each trust. 
Petitioner contended, therefore, that the 
gifts were completed in 1938. Commission- 
er, on the other hand, argued that the gift 
was not completed until the certificates 
were actually registered and issued in the 
name of the trustee, which did not take 
place until February 7, 1939. HELD: The 
gifts were completed in 1938. The certifi- 
cates were endorsed in blank by the donor 
and mailed to the transfer agents in 1938. 
The intention of the donor was clear. There 
was no requirement that the certificates be 
issued in his name as trustee to complete 
the gifts. He could have held the shares in 
his own name or endorsed them in blank. 
The deed was executed and acknowledged 
in 1938. Nothing more was necessary to 
complete the gifts. Mein v. Comm., TC 
Docket #6971, August 14. 
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Income Tax 

Installment payments for life estate in- 
terest deductible over life of asset acquired. 
Will provided a life estate to taxpayer’s 
step-mother, with taxpayer as remainder- 
man. Taxpayer entered into agreement with 
step-mother whereby she purchased the 
life estate for certain fixed installments for 
life. Taxpayer took deductions for amount 
paid to step-mother in 1937 and amounts 
paid to her estate after her death. Commis- 
sioner challenged the deductions. HELD: 
Installment payments represented sums ap- 
plied against an investment in a capital as- 
set. As such, they were recoverable through 
deduction over the life of the asset ac- 
quired:—in this case a life estate based 
upon the life expectancy of the step-mother. 
Since the agreement provided for payments 
after the death of the life tenant, the de- 
duction continued in the exhaustion pro- 
cess of the asset for the period provided un- 
der the agreement. H. Edward Wolff, and 
Louise C. Wolff, 7 TC-87; Sept. 11. 


Contribution to enable employees to be- 
come owners of stock held taxable distribu- 
tion. In 1929, Chrysler Corporation estab- 
lished a trust, the recognized purpose of 
which was to attract and retain desirable 
officers and executives by enabling them to 
become owners of company stock on a basis 
favorable to them. In 1936, a second trust 
was created with substantially the same ob- 
jective. Under each trust a Finance Com- 
mittee was empowered to select the em- 
ployees who were to share as beneficiaries, 
and the distributions were to consist of a 
percentage of Chrysler’s earnings, and 
funds which Chrysler loaned to the trusts 
with which to buy stock. The trustees were 
authorized to make distributions to the 
beneficiaries out of surplus earnings of the 
trust. Under the provisions of the first 
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trust, the petitioner acquired 400 shares of 
stock for $10,000. Later he acquired certifi- 
cates for 50 shares of beneficial interest 
for a total of $350. Other distributions were 
made to him in subsequent years, with the 
total distributions aggregating $60,554. Pe- 
titioner argued that no part of this amount 
represented taxable income to him. HELD: 
Petitioner was taxable upon that portion 
of the sums received derived from earnings 
paid by Chrysler to the trust. These earn- 
ings represented ordinary and necessary ex- 
penses of Chrysler incurred as compensa- 
tion for services actually rendered by the 
petitioner, as successfully contended by 
Chrysler in previous litigation. Petitioner’s 
position that the contributions to the trust 
comprised taxable income to the trust and 
not to him, is not tenable. Frazer v. Comm.., 
CCA-6, #10172, Sept. 9. 


Wide discretionary power as to pension 
distributions precludes deductions. Taxpay- 
er created an “Employee’s Pension Trust”. 
As trustee, it was authorized to pay pen- 
sions to present and future officers and em- 
ployees, in such amounts, and at such times, 
as it, as trustee, might determine. The 
only limitation with respect to the disposi- 
tion of the fund consisted of a prohibition 
against diverting the sums to purposes 
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other than compensation for retired em- 
ployees. Commissioner denied deductions 
taken by taxpayer for contributions to the 
trust in 1940, 1941 and 1942. HELD: The 
payments were not deductible under either 
Section 23(p) or 165 of the Internal Reve- 
nue Code. The discretionary powers re- 
tained by the trustee were so broad as to 
preclude the trust from being a qualified 
pension trust within the contemplation of 
the statute. South Texas Commercial Na- 
tional Bank of Houston v. Comm., 7 TC-91, 
Sept. 19, 


Revenue Bureau Ruling 

Transfer of insurance policy for value to 
insured does not destroy exemption. Life 
insurance proceeds payable by reason of 
the death of an insured are exempt from 
income taxes. Where an assignment of a 
policy for a valuable consideration takes 
place, however, only the actual value of the 
consideration and the amount of the pre- 
miums subsequently paid by the transferee 
are exempt from income tax. On the other 
hand, where the assignment is to the in- 
sured himself, it is not considered a trans- 
fer for a valuable consideration, and hence 
all of the proceeds, in such case, are exclud- 
ible from gross income. Special Ruling, Au- 
gust 16. 
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Decisions 


These digests of current decisions affecting fiduciaries were reported by the 
following attorneys, for their respective jurisdictions: 

CALIFORNIA: Walter L. Nossaman—Brady & Nossaman, Los Angeles 

COLORADO: Hubert D. Henry—Attorney-at-law, Denver 

KENTUCKY: Squire R. Ogden—Ogden, Galphin, Tarrant & Street, Louisville 

MASSACHUSETTS: Guy Newhall—Attorney-at-law, Lynn 

NEW JERSEY: Samuel J. Foosaner, Counsellor-at-law, Newark 

NEW YORK: Joseph Trachtman—Trachtman & Hughes, New York City 

OREGON: Earl S. Nelson—Griffith, Peck, Phillips & Nelson, Portland 

WISCONSIN: Ralph M. Hoyt—Shea & Hoyt, Milwaukee 


The complete roster of contributing legal editors appears in January and July. 


ASSETS ~— Administration — Disposition 
of Income Received During Administra- 
tion of Estate 


Oregon—Supreme Court 


United States National Bank v. Allen, 170 Pac. (2d) 
757. 


This was an appeal from an order vacating 
an order to sell income property to pay 
claims against an estate and expenses of ad- 
ministration. Testatrix devised the “rest, res- 
idue and remainder” of her property in trust 
with directions that one-half the income be 
paid to her widower and the other half to her 
daughter for her maintenance, education, 
music, etc. Trustee had in its possession enough 
income accumulated during administration to 
discharge all claims. The issue was whether 
the accumulated income should be used to pay 
claims or withheld for eventual distribution 
to the trust beneficiaries. 

HELD: Order affirmed. The court adopted 
the general rule as distinguished from the 
Massachusetts rule that the earnings upon 
testatrix’ property, derived during the course 
of administration, should be added to the res- 
iduary trust as part of its corpus and there- 
fore available for the payment of claims. 


AssETs — Business — Liabilities in Con- 
nection with Continuing Decedent’s 
Business 


California—District Court of Appeal 
Johnston v. Long, 75 A.C.A. 617 (July 30, 1946). 


Decedent had owned and operated an auto- 
mobile sales agency. His will appointed Long 
and Verheyen executors and provided for con- 
tinued operation of the business and for dis- 
tribution of the estate to trustees for the 
benefit of testator’s wife and daughter. On 
qualification of the executors, the court order- 
ed them to operate the business until dis- 
tributed to the trustees. One Berger, who had 
been employed by decedent as manager, was 
continued by the executors in that capacity. 
In 1940, while executors were operating the 
business, plaintiff, a business visitor, sustained 
injuries occasioning present suit. In 1941 the 
property was distributed to J. O. Miller, as 
Trustee, the estate being closed and executors 
discharged. Later in 1941 the present action 
was brought against Miller as trustee, Long 
and Verheyen as individuals and as executors, 
and another. A demurrer by Miller having been 
sustained, and Verheyen having died, the trial 
proceeded against Long as individual and as 
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executor. The jury returned a verdict “against 
the defendant Ralph C. Long, an individual 
acting as executing of the estate of C. A. 
Gray, deceased.” Judgment was entered in 
favor of plaintiff. 

HELD: Reversed. Continuance of deced- 
ent’s business having been authorized, the 
estate is liable for obligations incurred in run- 
ning the business. Executor is not liable in the 
absence of personal fault. In this case, the 
estate is not held because it was not a party. 


0. 


BarR RELATIONS — Will Provision Naming 
Attorney Not Binding 


Oregon—Supreme Court 
In re Lachmund’s Estate, 170 Pac. (2d) 748. 


Reciprocal wills executed by man and wife 
provided as follows: “I hereby direct that... 
Ralph E. Moody, if alive at the time of my 
death, be selected as the attorney for my exe- 
cutors.” The executors dismissed the attorney 
without cause and filed a petition to change 
the attorney of record and fix fees. Moody 
appealed from the order substituting another 
attorney, contending that the executors were 
bound by the provisions of the mutual and 
reciprocal contract will of deceased which 
named him as attorney. 


HELD: Order affirmed. The appointment of 
an attorney for the executor is not a testa- 
mentary act but is merely advisory. The rela- 
tion of attorney and client is one of extreme 
personal trust and confidence; therefore the 
client has the power, as distinguished from the 
right, to terminate the relation at will with 
or without cause. The provision in each will 
did not create in appellant a vested right to 
act in a confidential capacity as attorney for 
the executors against their will. 

eS () - 
CONFLICT OF LAws — Recognition of 

Claims Established in Foreign Court 


Kentucky—cCourt of Appeals 
Ware v. Ware, et al., 302 Ky. 438. 


_The testator, a resident of Kentucky, who 
died owning property situated in Kentucky 
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and in New Mexico, divided his residuary estate 
one-half to his son, a resident of New Mexico, 
and the other one-half to his grandchildren. 
The executor named in the will qualified and 
took possession of the Kentucky estate. The 
son applied for and received letters of ancillary 
administration in New Mexico. In 1925 in an 
ex parte proceeding the probate court in New 
Mexico allowed claims asserted by the son, 
as a creditor of the estate, in the amount of 
$4600. In a settlement suit filed by the execu- 
tor in a Kentucky court the son appeared and 
asserted against the estate the claims which 
had been allowed by the New Mexico probate 
court. In 1928 a judgment was entered in the 
Kentucky settlement suit denying the claims 
asserted by the son. 


In 1930 the son individually, and as ancil- 
lary administrator, filed a suit in New Mexico 
naming as defendants the Kentucky executor 
and the other residuary legatees, in which he 
asserted against the estate his claims as al- 
lowed in the New Mexico probate court, and 
asked a decree directing the sale of certain 
property in New Mexico in order to satisfy 
his individual claims. The Kentucky executoyr’s 
appearance was entered and the son’s right to 
relief was contested on the ground, among 
others, that the Kentucky court had, in 1928, 
disallowed the claims. The trial court granted 
the relief sought by the son and the New 
Mexico appellate court affirmed the judgment. 
The New Mexico property was sold but the 
proceeds, after payment of expenses of ancil- 
lary administration, were insufficient to pay 
the claims of the son. 


This action was instituted in 1944 by the 
Kentucky executor against the parties inter- 
ested in the testator’s estate. The son, being 
named a defendant, entered his appearance. 
The pleadings set forth all of the facts herein 
stated. Although the son claimed his share in 
the Kentucky estate of the testator, he did not 
seek to recover from the Kentucky executor 
the unsatisfied portion of his claims allowed 
against the New Mexico estate. 


The claim was made, and the trial court 
decreed, that the son should not participate 
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in the Kentucky estate until he should render 
a full accounting of moneys received by him 
as ancillary administrator, and until the Ken- 
tucky legatees “shall have been equalized and 
receive an amount equal to that received by 
the son from the New Mexico estate.” 


HELD: The trial court, in effect, had failed 
to give full faith and credit to the New Mexico 
judgment; the son was not required to account 
in the Kentucky proceedings for assets re- 
ceived by him pursuant to the judgment of the 
New Mexico court; and the son’s share in the 
Kentucky assets should not be diminished by 
reason of moneys received on the claims al- 
lowed by the New Mexico court. 


The court said: “However, the appellant does 
not in this instant case seek judgment over 
for the balance of his alleged claim in this 
action in the circuit court. He only seeks a 
recognition of his actions in settling that part 
of his father’s estate located in New Mexico 
which, of course, includes the allowance of his 
individual claims to the extent of foreign 
assets, and other New Mexico debts which he 
claims to have paid with the assets coming 
into his hands. The circuit court in this action 
was obligated to follow that New Mexico judg- 
ment, and had no right to impeach it in this 
collateral attack, no more than it possessed 
the right to impeach a similar domestic judg- 
ment of the same tenor.” 

ae  ( 


DISTRIBUTION — Termination of Trust 
Denied 


Washington—Supreme Court 
Welter v. Bank, 170 Pac. (2d) 867. 


Reciting that “the interests of my estate will 
be best served in the preservation thereof by 
leaving the same in trust with” a named bank, 
testator directed the trustee to pay to his 
wife each month during her life $250, “looking 
toward her comfortable maintenance, care and 
support;” and additional sums if necessary 
because of injury or sickness. Upon her death, 


EXPERT APPRAISAL 


THE BRICK ROW 
BOOK SHOP, INC. 
— FounpDEp 1915 — 


BOOKS and other LITERARY 

PROPERTY competently ap- 

praised for Insurance, Probate, 
Estates & Trusts. 


55 Fifth Avenue New York 3, N. Y. 


TRUSTS and ESTATES—October 1946 


the trustee was to pay the income to a son, pro- 
vided he then had attained the age of 35. 

Upon the son’s death the remainder of the 
estate was to be distributed to his issue and 
in the event of no issue surviving him then to 
his wife. The trustee was authorized to man- 
age the trust in its discretion, “and in the 
same manner and to the same extent as I 
could do if living.” 

The son was married subsequent to the death 
of his father, and died without issue, leaving 
his widow, the appellant. She brought this 
action to have set over to her the property 
held by the bank as trustee, contending that 
upon the death of her husband the estate 
should have been distributed to her, subject to 
the requirements of testator’s widow. It was 
admitted that if the estate were now dis- 
tributed to appellant, it would result in the 
discharge of the trustee. 

HELD: Affirmed. Testator had in mind, 
first, that his wife should receive certain defin- 
ite care as long as she should live; second, 
that after the death of his wife his son should 
receive the income; and third that in order 
to protect the estate the property should be 
held and managed by the trustee named in the 
will. This last provision was as important to 
him as any other part or portions of the will. 
“Many estates of consequence cease to re- 
turn income after being managed by those not 
skilled in business affairs . . . It is clear from 
the reading of the will that ... he was very 
careful to see to it that men of known business 
ability should care for the affairs of his 
estate as long as his wife should live.” 

—Staff Digest 
—_—____ 9 —___. 


GUARDIANSHIP -— Limitation on Claim 
Against Surety and Estate 


Wisconsin——Supreme Court 
Estate of Bocher, 23 N.W. (2d) 615. 


Suit was brought against the surviving 
surety and a claim was filed against the estate 
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of a deceased surety on a guardian’s bond, to 
collect the amount found due from the guardian 
in proceedings for the settlement of his ac- 
count. Sec. 321.02(3), Wis. Stat., provides that 
an action against sureties on a guardian’s bond 
must be commenced within four years after his 
discharge, except that “in case an accounting is 
had, the time within which said action may be 
commenced shall not terminate until one year 
after the final determination of such account- 
ing proceedings.” The proceeding to settle the 
guardian’s account had not yet been commenced 
at the time the wards reached their majority 
at age twenty-one, but was pending when they 
reached age twenty-five, and suit was com- 
menced within one year thereafter. 


HELD: (1) Although the guardian of a 
minor is discharged ipso facto upon the minor 
reaching the age of twenty-one, the four-year 
limitation in Sec. 321.02(3) is not applicable 
if at the close of such four-year period a pro- 
ceeding on the guardian’s account is pending. 
Therefore the action against the surviving 
surety was brought in time. 

(2) Although it is provided in Section 
321.05 that recovery on a guardian’s bond shall 
not exceed the penalty of the bond plus costs, 
interest is allowable in addition from the time 
the suit against the surviving surety was com- 
menced. 
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(3) The claim against the estate of the de- 
ceased surety, however, is barred because of 
failure to file it within the time limited by 
court order in the administration of his estate. 
Under the Wisconsin non-claim statute a con- 
tingent claim must be filed within the same 
time as an ordinary claim, though the time for 
presenting proof in support of a contingent 
claim is extended by express provision until 
the claim becomes absolute. The statute, so 
construed, is not rendered unconstitutional as 
against the claimant by the fact that he was 
a minor at the time the regular filing period 
expired and was thus unable to file his claim 
at that time, because exceptions in favor of 
minors are not a constitutional right but a 
mere matter of legislative grace. 

——_——o 


INVESTMENTS — Mortgages — Covenant 
Restricting Size and Location of Build- 
ings is An Encumbrance 


New York—Surrogate’s Court, New York County 


Matter of Henrietta H. Smith, N.Y.L.J., Sept. 14, 
1946. ~ 


The will permitted investments in mortgages 
only if the mortgaged premises were unencum- 
bered. The mortgage in question was on a plot 
comprising two lots, each improved with a 
building. The two lots had in part a common 
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boundary. One of the lots was affected by a 
covenant running with the land, of which the 
trustee had notice, which specified restrictions 
as to the location and height of buildings 
thereon for a period of 50 years. 


HELD: The restrictive covenant was an en- 
cumbrance, and therefore the mortgage was 
unauthorized. The purpose of an unencumbered 
title in the mortgagor is to give assurance that 
the realty which underlies the loan will in 
case of foreclosure furnish a title which the 
mortgagee can.contract to sell without fear 
of attack. The Court concluded that “encum- 
brance” should be given the same meaning as in 
eases of specific performance, where the ques- 
tion is whether the buyer is tendered a title 
which would give him complete dominion. Here 
the Court found that the restriction materially 
limited the use of the premises and the way 
in which they could be enjoyed, and that the 
owner thereof was thus deprived of that com- 
plete dominion which accompanies an unen- 
cumbered title. The trustee was ordered to 
restore to capital account the amount originally 
invested in the mortgage plus all capital sums 
later used in endeavoring to salvage the in- 
_ vestment; and to place in income account such 

sums as would have been earned on such cap- 
ital funds at rates currently procurable on 
trust investments during the period of loss of 
income; and on doing so the trustee could take 
over as its own the shares of the corporation 
which had been formed to take the title to 
the mortgaged premises after foreclosure. 


0 
LIFE INSURANCE — Change of Beneficiary 
by Insane Person not Under Guardian- 
ship — Rights of Original Beneficiary 


Massachusetts—Supreme Judicial Court 


Wedell v. John Hancock Mutual Life Ins. Co., 
A. S. 809. 


1946 


X had some insurance policies payable to his 
wife as beneficiary. On May 13 he changed the 
beneficiary to his estate and on May 15 sur- 
rendered the policies and received the cash 
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values. Three months later he died and his 
widow sued the insurance company for the 
amount of the policies on the ground that on 
May 13 and thereafter until his death X was 
insane and lacked mental capacity to perform 
any legal act. 

HELD: She could not recover the amount 
claimed. The company had no notice of the 
insured’s insanity and he was not under guar- 
dianship. The company acted in good faith 
and in the regular course of business. The 
Court followed Reed v. Mattapan Deposit & 
Trust Co., 198 Mass. 306, which held that a 
bank which in good faith in the ordinary 
course of business cashed the check of a de- 
positor who had become insane could not be 
compelled to pay the money again to the ad- 
ministrator. This decision, however, applies 
only where the company has actually paid the 
money in good faith, without notice. Before 
payment or after payment with notice the 
transaction could be set aside. In this case a 
partial remedy was available to the widow. 
She could recover the difference between the 
amount paid and the face of the policies, sub- 
ject to an adjustment for unpaid premiums. 

a 


LIVING TRusTs — Revocation for Fraud 


Massachusetts—Supreme Judicial Court 
Barnum v. Fay, 1946 A.S. 1001, Sept. 13, 1946. 


M had a remainder interest under the will 
of her grandfather, to take effect on the death 
of her mother. Before the latter’s death, she 
transferred her interest to B in trust. B was 
the trustee under the grandfather’s will and 
had acted as M’s attorney. The trust was set 
up on the mother’s advice, and its terms were 
fully explained to M, although she had no 
independent legal advice. The trust provided 
for the payment of income or principal to her 
in the discretion of the trustee, and also that 
she might revoke the trust with the consent 
of the trustee. 

After her mother’s death, M tried to obtain 
the funds, but B refused. She filed a bill in 
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equity to set aside the trust on the ground 
of fraud, undue influence, etc. The trial judge 
dismissed the bill and M appealed. There was 
a finding of facts, and the evidence was re- 
ported. 


HELD: Decree affirmed. From an examina- 
tion of the evidence, it could not be said that 
the trial judge was plainly wrong in his find- 
ings that there was no fraud or undue influ- 
ence. The court stressed the fiduciary duty 
imposed on a lawyer in dealing with a client. 


————0 


PowErRs — Appointment — Invalid Exer- 
cise Invokes Alternate Direction 


New Jersey—Court of Chancery 
Hopkins v. Dimock, 48 Atl. 2nd 204. 


Will of decedent reposed in her daughter, 
Edith, a power of appointment, granting her 
the right to divide the then residue among the 
decedent’s surviving children and grandchil- 
dren. Paragraph Fourth further provided: “In 
the event of my daughter failing to appoint 
it is my will that the said undisposed principal 
of my estate shall be divided among my chil- 
dren share and share alike, the issue of a de- 
ceased child of mine to take the share the 
parent would have taken if living.” 

Edith, recognizing the power of appoint- 
ment, provided in her will for a disposition of 
the residue of her mother’s estate. In so doing, 
however, she included as beneficiaries persons 
other than the surviving children and grand- 
children of her mother. A bill of complaint was 
filed to determine: first, the validity of the at- 
tempted exercise of the power and, secondly, 
a construction of the alternative clause above 
quoted. 


HELD: The power given to the daughter was 
a non-exclusive one; that is, a power without 
right of selection among the objects or of ex- 
clusion of any of them on the part of the 
donee. Having stepped outside of the scope 
of the beneficiaries designated by the donor of 
the power, the donee invalidly exercised the 
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power. Therefore, the alternative provision of 
Paragraph Fourth applies. 


The word “issue” as used in the will is given 
a restricted meaning when it is coupled with 
a phrase such as “which their respective par- 
ents would have taken or enjoyed (if living).” 
Where this word has been employed in this 
manner, it has been uniformly held that the 
language restricts its meaning to the children 
of the first taker. 


——----0 


SPENDTHRIFT TRusSTs — Income Not Sub- 
ject to Claims 


Connecticut—-Supreme Court of Errors 
‘City of Bridgeport v. Reilly, 47 Atl. (2d) 865. 


The question in this case is whether a city, 
which, in accordance with statutory require- 
ment, has paid money for the support of an 
inmate of a state hospital for the insane, can 
compel reimbursement from the principal and 
income of a trust of which the inmate is the 
beneficiary. The trust provided: “Said trustee 
may in her discretion expend or appropriate 
any or all of the income or principal * * * 
for the comfortable support” of C.; she was 
authorized to pay over any unexpended part 
of the sum to him at any time he “may re- 
cover his health;” and any part of the fund 
remaining unexpended at his death was given 
to her children. Section 5723 of the General 
Statutes provides that whenever property 
shall be given to trustees to pay over the in- 
come to any person, “without provision for 
accumulation or express authorization to the 
trustees to withhold such income, and the in- 
come shall not have been expressly given for 
the support of the beneficiary or his family,” 
the income shall be liable in equity to the 
claims of creditors of the beneficiary. 


HELD: Judgment for defendant affirmed. 
This statute amounts to legislative authority 
for the establishment of trusts under which, 
when cone of the specified conditions is sati- 
fied, the income is not liable to be taken by 
creditors of the beneficiary and is not subject 
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to assignment or alienation by him. In this 
case the will gave the trustee a discretion to 
withhold all payments for the support of C. 
The finding contains no statements as to any 
special circumstances existing at the times 
when the city made payments in the past upon 
which it could rest a claim that the trustee 
acted improperly in failing to pay charges 
which then became due. To a large extent this 
precludes the city from securing reimburse- 
ment for past payments. 

The principal claim of the city, based on the 
contention that it was the intention that the 
fund should be used for C.’s support, whether 
or not he continued to be an inmate of a 
state institution, is unfounded. When the 
testator made a codicil ratifying the trust 
he had made no payments for C.’s support at 
the hospital for about five years; it is clear, 
therefore, the provision for C.’s support con- 
templated use of the fund to supplement the 
care and support which the state was furn- 
ishing. The situation falls within the principle 
that a trustee, in determining whether to 
make expenditures under a discretionary trust 
for support, is entitled to take into consider- 
ation other means of support available to the 
beneficiary. Since there is no duty upon the 
trustee to use the fund to pay for C.’s support 
while he is an inmate of the state hospital, 
the defendant is not obligated to use it to 
reimburse the city for the sums it has spent 
for that purpose. 

ee 
WILLs — Probate — Doctrine of Election 
as Applied to a Contract to Make a Will 


Massachusetts—Supreme Judicial Court 
Larivee v. Vanasse, 1946 A.S. 1033, Sept. 16, 1946. 


—Staff Digest 


Action of contract based on a claim that the 
decedent orally promised her son that if he 
would stay with her and care for her and her 
real estate until she died she would leave him 
‘all her property except $10,000. He accepted, 
and took care of her without receiving any 
substantial compensation. On her death ‘her 
will divided her estate equally among her 
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four children, except that the son received the 
right in the division to have the property 
where he and she lived set off to him at its 
assessed value. 

The son brought suit on the oral contract 
against the executrix. The defendant did not 
set up the statute of frauds. The defense was 
an election by the son by claiming the right 
to occupy the property which was to be his 
under the will, and to collect the rents from 
the other tenants. It appeared that these 
claims had been made in letters by the son’s 
attorney to the attorney for the estate. In 
these letters the attorney insisted that they 
were not waiving their rights under the con- 
tract. 


HELD: While the son could not claim both 
performance of the contract and the provision 
made in the will, in this case there had been no 
election to take under the will. The attorney’s 
letters showed that he was relying on the 
contract, even though he was making an in- 
consistent claim of rights in the real estate. 
However, the occupancy of a single tenement 
was apparently within the scope of his rights 
under the oral contract if he should prevail, 
and was too equivocal to demonstrate an elec- 
tion to take under the will, in the face of his 
expressed election to rely on the contract. 


———-0 


WILLs — Probate — Evidence Established 
Contract to Make Reciprocal Wills 


Colorado—Supreme Court 
Trindle v. Zimmerman, Sept. 9, 1946, No. 15627. 


Zimmerman contested the will of Mrs. Law- 
rence claiming that the two had made recipro- 
cal and irrevocable wills in pursuance of a 
valid contract, leaving all the property to the 
other. Mrs. Lawrence had made a new will in 
1941, which had violated the alleged contract. 
The evidence showed the closest relationship 
between the two. They resided together on a 
ranch and operated all property as partnership 
property. Other unrefuted statements made 
by Mrs. Lawrence prior to and subsequent to 
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the execution of the wills indicated a contract 
to make reciprocal wills. 


HELD: The evidence supports a contract to 
make reciprocal wills followed by the actual 
execution of such wills pursuant to the con- 
tract. There was no refuting evidence on this 
point. The mutual promises are adequate con- 
sideration and the contract to make the re- 
ciprocal wills must be sustained. 


———___9 


WILLs — Probate — Mutual Wills Do Not 
Bind Survivor 


Wisconsin—Supreme Court 
Estate of Buffington, 23 N.W. (2d) 517. 


Testator and his wife executed mutual and 
reciprocal wills in 1929, wherein each gave the 
other his or her entire estate, but further stip- 
ulated that if the survivor died within thirty 
days after the testator, the estate should go 
to certain other individuals and charities. The 
wife survived the husband by sixteen years, 
and in 1940 she executed a will containing 
different dispositions than those provided in 
her will of 1929. The beneficiaries named in 
the latter will sought to contest the 1940 will. 

HELD: The beneficiaries of the 1929 will 
have no standing to contest the will made in 
1940 in the absence of proof that the mutual 
wills of 1929 were executed pursuant to a con- 
tract between the two testators. The mere 
provision for alternative dispositions in case 
the surviving spouse died within thirty days 
does not constitute any evidence of such a 
contract. Since the wife did survive the hus- 
band by more than thirty days, she was en- 
titled to receive his entire estate and to dispose 
of it as she might elect. 
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Three letters written by the late Lieut. War- 
wick Potter Scott, USNR, of Gladwyne, Pa., 
while he was a prisoner of the Japanese after 
the fall of Corregidor, were recently accepted 
as his will by Montgomery Co. Orphans’ Court. 
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New Massachusetts Law 


Ch. 287: Provides in substance that “a trust 
created by an employer as part of a stock 
bonus, pension, disability, death benefit or 
profit sharing plan for the benefit of some or 
all of his employees shall be exempt from any 
rule against perpetuities or any law against 
the suspension of alienation. Exemption applies 
to any existing trust unless it is terminated 
by a court of competent jurisdiction in a suit 
begun within three years after the effective 
date of the statute (Sept. 1, 1946). 


Ch. 395: Provides that if the property is 
distributed under the statute to those who 
would have been the heirs of an absentee 
had he died on the day indicated by the statute, 
the receiver shall, before making distribution, 
deduct from the respective shares and pay to 
the Commonwealth the equivalent of the tax 
which would have been payable if the absentee 
had actually died intestate on the day fixed. 


Ch. 610: Effective dates of St. 1945, c. 469, and 
St. 1945, c. 530, providing for the claiming of 
exceptions in probate and equity proceedings, 
have been postponed to March 1, 1947, ‘to 
allow for further consideration of the advis- 
ability of this form of procedure. 


—————__ 9. 


Right of Foreign Trust Company 

Any New York trust company qualified to 
act as trustee there, may act as trustee in 
Maryland, according to a recent opinion of 
the latter State’s Attorney General. This 
ruling is in accord with prior decisions which 
have held that a foreign corporation may serve 
in a fiduciary capacity in Maryland provided 
that Maryland companies are permitted to act 
in the State in which such corporation was 
organized. New York recently extended its 
reciprocal statute on this subject to include 


the capacity of trustee; hence the Maryland 
ruling. 
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